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EMPLOYEE 
BENEFIT PLAN 
TRUSTS 


We would welcome the Opportunity to 
assist youin the development of appro- 
priate provisions for a retirement 


or other employee benefit program. 


Without expense or obligation on your 
part, we would study your personnel 
data and submit a report including 


cost estimates for variant provisions. 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Pension Trust Division 


11 Broad Street, New York 15 


Telephone HAnover 2-9800 
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How IAS training 
meets individual needs 


Each IAS training program is “tailored to fit’’ the needs of the 







individual. This is accomplished through the IAS elective plan 


years embracing 250 comprehensive study assignments, covering a wide 


range of accounting and management subjects 







After general accounting principles have been mastered, each 


IAS Diploma Course student selects from 14 electives those lead- 






of ing to his specific training objective. The electives currently avail- 


able (with the number of comprehensive study assignments indi- 





cated) are: 





Basic Auditing (10) 

Public Auditing (20) 
progress Internal Auditing (20) 

Basic Cost Accounting (10) 

Advanced Cost Accounting (20) 







Corporation Accounting (10) 





e Financial Analysis (10) 
in Business Statistics (10) 
Management Control (20) 






Economics (10) 
Office Management (30) 


; Accounting Law (10) 
accounting Federal Income Tax (10) 


CPA Coaching (20) 











With this broad curriculum at his command, each IAS student 


can study first those subjects needed immediately and can then 


« . 
training broaden his knowledge of accounting and management through 


study of additional electives 












The special 50th Anniversary Edition of the school’s 
catalogue will be sent free upon your request. Just 
tend a postcard or letter to LAS at the address belou 







INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD ¢ CHICAGO 6, ILLINOIS 





Need reports 


S 


Just rent our 


Statistical Department 


by the hour ! 


No need for important operating 
figures to get log-jammed in your 
offices. 

Let us compile and analyze your 
figures for you on high-speed 
punched card machines. This will 
save you money too, since you will 
be paying only for the time it takes 
to do your work. 

We can do your sales analyses, 
price studies, expense distribu- 
tions . . . practically any kind of 
accounting or statistical tabula- 
tions 

Why not get further details now? 


Recording & Statistical 
Corporation 


Chicago * Boston * Detroit 
Montreal « Toronto 


100 Sixth Avenue, New York 13, N. Y 
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PAUL HAASE, Managing Editor 


JOHN A. MURPHY, Advtg. Mgr 
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SECURITY plus 
INCENTIVE 


Like many employers, you might like to liberalize your pension plan to 
provide larger retirement incomes for your employees. But you hesitate to 
increase the fixed pension obligation you have already assumed. 

\ sound alternative may be for you to create a profit-sharing plan, or a 
thrift and savings plan, in addition to your pension plan. 

We have helped many companies work out such combination plans 
plans that combine security and incentive. Let us help you explore the pos 
sibilities of an effective retirement program for your company, including a 


cost estimate. Write or call our PENSION TRUST DIVISION. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 
HEAD OFFICE: 22 WILLIAM STREET, NEW YORK 
iffiliate of 


THE NATIONAL CITY BANK OF NEW YORK 


Established 1812 


Member Federa Det it Insurance Corporation 





FROM AUSTRALIA .. . 
Editors, THE CONTROLLER 

In the September 1951 issue of your 
journal you published an article by Elmer 
L. Lindseth entitled “Getting Accounting 
Out of Its Strait Jacket.” 

This article has received very favourable 
comment from among Councillors of the 
Australasian Institute of Cost Accountants, 
who have suggested that it might be re 
published in this journal. I should be glad 
if you would give permission for such re 
publication, with suitable acknowledge 
ment of your journal and the author 
G. FITZGERALD 
The Australian Accountant 
Melbourne, Australia 


We are glad to give "The Anstralian At 
countant” permission to republiss 


The Editors 


. AND JAPAN 
Editors, THE CONTROLLER: 

We are so much pleased to have oppor- 
tunity of sending you a letter to beg your 
favour of kind assistance. 

Promoting our industrial management 
level is essential for the industrial ration- 
alization of this country to cooperate with 
the free nations and we, therefore, have 
been trying to improve the practice of 
Management in our various industries 
through the whole activities of this asso- 
ciation. 

As one of our programs, we have a 
strong desire to get valuable reports and 
recent information of the advanced your 
country, and introduce them to our mem- 
bers in the form of translation or abstract 
published in our monthly “Management” 
to make them easy understanding. 

Referring to this matter, we should be 
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Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


Ford, Bacon & Davis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
LOS ANGELES 











much obliged to you if you might grant us 
the copyright of the articles published in 
THE CONTROLLER under due contract be- 
tween your Institute and this association. 

For the first time, if possible, we wish 
to translate “Graphic Control Reporting” 
by Norman N. Barish, June 1952. 

We are sending the “Bird's-eye View 
of Japan Efficiency Association” and back 
copy of “Management’’ under separate 
cover with which you would be acknowl. 
cdged the function of this association. 

Your courtesy will be appreciated, and 
we are earnestly awaiting your reply, we 
remain. 

KATSUMI HIRATA 
Managing Director 

Japan Efficiency Association 
Tokyo, Japan 

Permission gladly granted. We are happy 
to see our material being republished and cir- 
culated across the Pacific, as it frequently 
1s in various countries across the Atlantic. 


The Editors 


L. A. CALLING! 


Editors, THE CONTROLLER: 

It won't be gigantic or colossal 
isn't a movie! 

It will be downright good entertain- 
ment—because it is “for real.” 

“IT” is the Pacific Coast Conference at 
the Ambassador—in Los Angeles—on 
May | and 2, 1953! 

Clarence Rees, the general chairman of 
the Conference, has selected a hard-work- 
ing group of committeemen and they are 
going all out to make the short two-day 
program worth while. 

There will be five technical sessions and 
two luncheon sessions and the Program 
Committee is already assured of top-flight 
speakers. 

The Los Angeles Control will be host at 
a cocktail party early Friday evening, after 
which a dinner will be held in the Ambas- 
sador's Cocoanut Grove, where you may 
enjoy their usual good show and dance to 
a name band. 

You may be assured that the ladies will 
be mostly heartily welcomed and enter- 
tainment provided that I'm sure will meet 
with their approval. 

Announcement of the complete pro- 
gram will be made soon, but it isn’t too 
carly to start making your plans to be with 
us for this Conference. 

How about flipping over that calendar 
now and putting a big, red circle around 
May 1 and 2??? 

W. D. MorGan 

President 

Los Angeles Control of 
Controllers Institute of America 
Los Angeles, Calif. 

Thanks, Mr. M. We also plan to attend 
the Midwestern Conference of Controllers 
Institute in St. Louis, May 17-19, 1953. 

—The Editors 
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Billing, 
Ledger and 
Collection 
Copies 


Unit Analysis 
Slips for Stock 
and Inventory 
Control and 
Simple, Low- 
cost Sales 
Analysis . 


and All Neces- 
sary Back-order 
Copies for Two or 
More Shipments. 


You've heard only half the story when users 
say, “Our DITTO” One-Writing Order- 
Billing System costs us nothing.” 

True, this system gets more done with less 
salaried time. True, it speeds and smooths 
routines. But more than that it hurries col- 
lections, it cuts out fluster and error, it pleases 
customers, it gets everything done right the 
first time—makes life better for everybody. 


Fits Your Present Routines 


The diagram at left outlines the principle of 
the system. But, as many thousands of users 
know, the DITTO idea of mechanizing a 
basically mechanical routine adapts readily 
to any company’s present methods. Too, 
this system interlocks with other DITTO 
One-Writing Systems for the more efficient 
handling of such routines as Payroll, Pur- 
chasing, Production and the like. 

MAIL THE COUPON. You'll find the DITTO 
Idea Folder mighty interesting. Or, ask to 
have a DITTO Systems Engineer show you 
the way out of high costs and business pres- 
sure. Just check the coupon. 


GET THIS 


IDEA FOLDER! 
MAIL COUPON WOW! 


DITTO, Incorporated, 656 So. Oakley Bivd., Chicago 172, Ill. 


Gentlemen: At no cost or obligation to me please send me your 
Idea Folder on DITTO One-Writing Order-Billing. 

Also send me data on systems for 

Payroll Purchasing Production 
Nome & Title 

Company 

Address 


City 





Youthcoming Features 


IN THE CONTROLLER 


%& BUILDING AND MAINTAINING A SUCCESSFUL ORGANIZATION 


by Bruce Payne 


%& OPERATING AND OTHER PROBLEMS IN PARENT, SUBSIDIARY 
AND DIVISIONAL RELATIONSHIPS 


by L. R. Feakes 


Ye TOWARDS BETTER CONTROL OF IMPROVEMENT COSTS 


by W. Van Alan Clark, Jr. 


te PROBLEMS IN INVESTING PENSION FUNDS 


by W. C. Dunn 


fis: 


CIA AIM 


Editors, THE CONTROLLER: 

THE CONTROLLER is read by many 
members of the public, e.g., students, men 
in accounting, men in business, people 
who visit business libraries, etc. Would it 
be possible to include in an issue of the 
magazine a formal statement of the pur 
poses and the membership of Controllers 
Institute ? 

EDGAR R. CODDINGTON 
Controller 

Sayles Finishing Plants, Inc. 
Saylesville, R. 1. 


Note page 152 of this issue 
The Editors 


THANKS—TWICE 


Editors, THE CONTROLLER 
My thanks to you for the excellent re 
view of “Productivity as a Factor in Wagx 
Determination” (see article, “Annual Im 
provement Factor Analyzed,” in the De 
cember 1952 issue of THE CONTROLLER ) 
I would like to add that I was also im 
pressed with “The Coming of Age of 
Clerical Cost Control” by Richard F. Neu 
schel in the same tssuc 
FRED RUDGI 
Fisher, Rudge & Neblett, Inc 
New York, N. Y. 


THE CONTROLLER 


STANDARD COST SYSTEM 


Editors, THE CONTROLLER: 

We note in the July issue of THE CON 
rROLLER on page 342 under “Personal 
Notes” A John Pugsley, that he 
has issued a paper entitled “How to Use 
Standard Costs.” 

Since we are also in the early stages of 
establishing a standard costs system in a 
steel manufacturing company, we would 
very much like to obtain a copy of Mr. 
Pugsley’s paper 
H. W. READ 
Assistant Treasurer 
Alan Wood Steel Company 
Conshohocken, Pa. 


Mr. Pugsley's paper “How to Use Stand- 
ard Costs” recently won the Lybrand Gold 
Medal, which was awarded at the thirty- 
third Annual Cost Conference of the Na- 
tional Association of Cost Accountants in 
June 1952. Mr. Read’s request was relayed 
to Mr. Pugsley. 

The Editors 


CONTROLLERSHIP TERMS 
Editors, THE CONTROLLER: 

B. C. Forbes & Sons Publishing Co., 
Inc., is preparing a “Dictionary of Business 
and Industry” to be published in the spring 
of 1953. 

It is our understanding that you have 
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published a glossary of commonly used 
terms in your gr quam field. We would 
be most grateful if you would supply us 
with such a list in duplicate at your earliest 
convenience. We should also like to re- 
ceive permission from you to publish such 
terms, with the understanding, however, 
that full credit for such terms will be given. 
RICHARD E, KLINE 

B. C. Forbes & Sons Publishing Co., Inc. 
New York 


While there is a definite need for such a 
glossary, and a high degree of interest in it, 
we have not published anything in this line 
However, The Office of the Assistant Secre 
tary of Defense (Comptroller) Washing 
ton, D. C., has published a “Glossary of 
Terms Used in Comptroller Activities,” Jan 
uary 25, 1952, publication number 7030.1. 

—The Editors 


RE: RENEGOTIATION 


Editors, THE CONTROLLER: 

With your permission, we would like to 
reprint, in part or in whole, the article in 
your August 1952 issue by R. L. Brum- 
mage on ‘‘Renegotiation Techniques” in 
one of our weekly issues of The Renegotia- 
tion Letter. 

FREDERICK HOLLOWELL 
Editor 

The Renegotiation Letter 
Washington 5, D. C. 


Permission granted. A four-page sum- 
mary of Mr. Brummage’s article appeared 
in The Renegotiation Letter on January 17, 
1953. —The Editors 


RE: GOOD BOSSES 


Editors, THE CONTROLLER: 

May we have your kind permission to 
reprint John A. Spencer's article, ‘Good 
Bosses—Key to Good Employe Rela- 
tions,’ which appeared in your November 
issue ? 

Both THE CONTROLLER and the author 
would be credited, of course, and we 
would gladly send you file copies of the 
issue of The Foreman’s Digest in which 
the reprint appeared. 

Mort FRIEDLANDER 
Editor 

The Foreman’s Digest 
Mystic, Conn. 


-The Editors 


Permission granted. 





Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 
for inclusion on this page and must 
bear the writer's signature and ad- 
dress (which will be withheld if so 
requested). The Editors 











/ ‘ra Your The cost of maintaining inventory runs to sub- 
Ee 


stantial figures in many industries. In metal fabricating 
industries, for example, it averages 25% of the in- 


. 
Inventory costs ventory value. Obsolescence, handling, depreciation, 
trans’ ortation, storage facilities all contribute to this 


expense. 


The lever used by hundreds of companies to pry 
themselves loose from extravagant inventory costs 
is IBM Accounting. By maintaining the delicate set 
of balances that is the only check against unnecessary 
obsolescence, excessive capital investment, inefficient 
use of storage space, and other limiting factors, 
versatile IBM machines make it possible to keep 
inventory at the most favorable level. 


The solution to your own inventory problems 
may be in the use of IBM punched card accounting. 
Write for our booklet, “Inventory and Material 


( IB M Accounting,” describing its many advantages. 











INTERNATIONALE BUSINESS MACHINES ®©-590 MADISON AVENUE, NEW YORK 22, N.Y. 





Look! 


Just a turn on the knob does it! 


Now Royal and only Royal brings 


you Carriage Tension Control. 


Your secretaries want light carriage tension 
for executive letters? They’ve got it... with 
a twist of that knob. 

But maybe a lot of heavy-duty work comes 
up, like billing, or invoicing, with lots of 
tabulator positions. That means heavier, more 


rapid carriage movement. They've got it! Just 


“Magic” Tabulator, a Royal ex- 
clusive. Without taking the fingers 
from the guide-key positions, the 
typist just rolls her right hand and 
the carriage moves to the next tab 
position. 


twist the knob for tighter tension! 


Only on Royal can this adjustment be made 


without calling in a serviceman. 


Here you will see three more Royal exclu- 
sive features, each one designed, like Carriage 
Tension Control, with your typists in mind. 
Look them over, please. Then call your Royal 


representative for a free office trial. ica) emanate wae 
extra cost. All Royal Standard 
Typewriters include an extra key 
with two special symbols. And 
Royal’s extra key doesn’t disturb 
the positioning of any other key. 


er 


New Time-saver Top, a Royal ex- 
clusive. Press button... inside con- 
trols all instantly accessible. “Touch 
Control” within easy reach. Easy-to- 
get-at spools for ribbon changing! 


Roytype Carbons and Ribbons 


UY, 


**Mawte’’ and ‘*Touch Control’’ are registered trade-marks of Royal Typewriter Company, Inc. 


STANDARD « ELECTRIC + PORTABLE 












Pollyannas or Jeremiahs? 


When we closed the February issue of THE CONTROLLER 
the ‘new administration’ was too brand new for us to make 
4 seasoned comment or offer unasked prophecy. With the 
passing of the “first month,” during which we were sur- 
feited with columnists’ and senators’ pros and cons, we have 


for this issue recalled one special item that stuck—to wit, 
Raymond Moley’s editorial printed before ‘the change.” 
Letting Mr. Moley’s words stand as a prophecy, we offer 


them to be kept in mind by management executives. 


Excerpts from Perspective’ —Newsweek, December 1, 1952 


“There seems to be a disposition on the part of man) 
people to expect something after January 20 in the nature 
of a repetition of the famous Hundred Days’ Congress of 
IQS Fs.0.0% 

“Nineteen fifty-three will not and should not be 1933. 
The most important difference will be rooted in the charac- 
ter of the new regime. It will be a conservative one... . 

"The great Interior Department will no longer be the 
powerhouse of socialistic planning and government in busi 
A 

“We shall have an administration that favors the curbing 
of federal power over the states and over our private eco- 
nomic life... . 

"The important fact about a conservative government 1 
that it conserves. A radical government tears down and 
builds anew.... 

“The Eisenhower regime... will conserve the mayor ad 
ditions in the functions of government created since 1932 
and work toward better and less wasteful means of operat- 
ing them. For example, it will keep social security, but va- 
tionalize it.... 

“This will not be a spectacular affar . . 
will move into Washington will disappoint some unless this 
fact is keptin mind... . 

“It was written in the book of Ecclesiastes and quoted bj 
Eisenhower in the campaign that there is ‘a time to cast 
away stones, and a time to gather stones together.’ 

RAYMOND MOLE) 


. the regime that 


Potential Business Historian Needed 

Recently we received from the Business Historical So 
ciety, centered at Harvard University, the notice of a $4,000 
fellowship available in business history. It sounds to us like 
a goed idea. Too little of the background of business has 
been written with an understanding and frank description 
of the intangible problems that confront management; the 


courage and perseverance that go into the building of a 
successful enterprise; and the importance of these qualities 
to our American way of life. 

Too much business history has wandered off to the right 
or left of this kind of helpful balanced appraisal. Some has 
been written by those who regard all businessmen as crooked 
or short-sighted and who think of profits as a sin rather than 
the motivation that has built our country, Others are super 
ficial pot-boilers written for corporate anniversaries without 
the insight or courage that makes really good history. 

Too few have had the benefit of fearless probing plus 
sympathetic analysis that has been the aim of this group at 
Boston and is typified in their ‘Timing a Century: The 
History of the Waltham Watch Company”; “Jay Cooke, Pri- 
vate Banker’’; and “The Saco-Lowell Shops: Textile Machin- 
ery Building in New England 1813-1949.” 

Do you know a promising young man who should apply 
for this fellowship? He must have a master’s degree and 
preferably should hold, or should have completed most of 
the work for a doctor's degree. He must have either teaching 
experience or at least teaching ambitions, and his academic 
training should have been heavy in the fields of history, 
economics, and/or business administration. The fellowship 
will be paid in 12 monthly installments starting in Septem 
ber 1953, but he must apply before April 1, 1953 to Thomas 
R. Navin, Executive Secretary of the Business Historical 
Society, Inc., 217 Baker Library, Boston 63, Mass. 


Practical Perspective for Professors 

During this coming summer can you utilize in your or 
ganization one or more of the faculty of one of our collegi 
ate schools of business (or liberal arts colleges offering busi 
ness courses)? Any man who attempts to teach accounting, 
administrative procedure, corporate finance or related sub 
jects needs a perspective that can be gained only by contacts 
with the practical daily operations of business. 

In many instances, management has had good reason to 
be critical of the lack of realism in the teaching in some of 
our colleges There's less reason for us to continue to be 
critical when there is a way to add realism—by giving the 
professors a view of the “private life of business.” 

When we checked two years ago, we found that 33 of the 
companies represented in Controllers Institute were em 
ploying educators in this manner. A good start, but not 
cnough 

A Canadian member, whose company has employed pro 
fessors for several summers past, states that not only did the 
educators acquire practical viewpoints, but they contributed 
ideas that the company has been able to use profitably. 

If you are interested, probably the simplest and most sat 
isfactory method is direct contact with the president or dean 
of a college in your area, but the Foundation for Economix 
Education, Inc., Irvington-on-Hudson, N. Y., or the Na- 
tional Office of Controllers Institute in New York City, will 
be glad to help where possible as agent or point of contact 
Now is none too early to consider the possibilities 


WALTER MITCHELL, JR 
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bu to record your telephone calls 





Of course you want “carbon cop- 
ies” of your important phone calls— 
just as you want carbons of your let- 
ters. Actually, it is the easiest thing in 
the world to do. Here’s how it works: 

Your Audograph is turned on 
through the day, ready to record dic- 
tation, instructions, notes and ideas. 
An important call comes through. 
You just flip the switch on the con- 
trol station. That's all. 


Automatically, your Audograph 


aUCOSTAPH 


The world's most versatile dictation instrument 
AUDOGRAPH?® sales and service in 180 U. S. citie 


Canada 


phone Directory under “Dictating Machines 
Ltd. Abroad: Westrex Corp. (Western Electric ¢ 
tries fudograph is made by the Cray Manuf 
ind originators of the Telephone Pay Station 


export affiliate) in 35 coun 
turing Company 


“TRADE MARK KREG. U.S, PAT, OFF 


starts operating — recording both 
ends of the conversation with radio 
clarity on a paper-thin plastic disc. 

Later, if you decide you want the 
recording filed, routed, or transcribed, 
you pick up the Audograph micro- 
phone and add these instructions to 
the same disc. 

There's never any doubt of what 
was said. You have positive con firma- 
tion of the facts, dates and figures. 

Audograph is the complete elec- 


tronic soundwriter that revolution- 
ized the industry. It is so convenient 
and versatile that new uses are still 
being discovered. You'll use it on 
trips or at home—even in your car. 
Wherever and whenever you work 
best, Audograph is ready to help you. 

In fact, once you've seen and tried 
the Audograph, you'll agree it is an 
essential executive tool for the eff- 
cient communication of ideas. 


GET THIS NEW FREE BOOKLET! 


The Gray Manufacturing Company 
Hartford 1, Connecticut 

Please send me your illustrated Booklet A6-3 “How 
to Talk Yourself out of Time-Taking Work.” 





NAME 
See your Classified Tele 
Northern Electric Co 


established 


ADDRESS 








Guideposts to 
Planned Profit Control 


Donald M. Magor 


LTHOUGH our technically engineered installations are super- 
A vised by direct factory branches in various cities of the coun- 
try, our small packaged 7 of air conditioning and refrigera- 
tion equipment is also sold through approximately 200 inde- 
pendently owned and managed distributor-dealer organizations. 
These distributors and dealers have occasion to contract for in- 
stallations of equipment including many items involving variable 
costs, which, if not carefully controlled, may quickly offset antici- 
pated profits. This type of contracting requires special accounting 
records, designed to indicate promptly variations from estimates 
on various segments of the installation work to the end that 
remedies may be applied before the job progresses too far. 

A number of years ago, York Corporation developed a special 
accounting manual particularly suited to the small contracting 
and service type oF tana transacted by its distributors. It 
trained its own field auditor to visit these organizations in an ef- 
fort to promote more sound accounting plans leading to im- 
proved financial controls. Its purpose was to encourage and in- 
sure profitable operations, thereby minimizing business failures 
that prove so costly to the manufacturer. Such losses not only re- 
flect themselves in the expense of finding and establishing a new 
outlet in the particular territory, but more importantly the loss of 
sales volume suffered during the interim period. 

After experimenting with several meetings in York to deter- 
ia Nag | the type of aid most needed, a series of field meet 
ings for distributor-owners and principals was held in five cities 
across the nation during the fall of 1951. 

These meetings entailed three-day sessions that covered such 
subjects as contracting problems, proper insurance coverage, tax 
liability under various state regulations, special problems pre 
sented by governmental regulations affecting materials and 
wages, and finally a full-dress presentation of the method of con- 
structing an operating budget to be used in the financial control 
of the business. These well-attended meetings indicated that the 
subject of financial control was of paramount concern to the 
owners of distributor organizations, who enthusiastically re- 
quested extensions of those presentations at future meetings. 

This article seeks to describe the subject of ‘Planned Profit 
Control” as presented to our distributor principals, emphasizing 
as most important to controllers, the type of data we found to bi 
needed and the method of presenting it to an audience not 
especially versed in accounting techniques. 

It is of importance to observe the sales promotion angle and 
the visual appeal injected throughout the presentation, the design 
of which was decided upon in collaboration with our Sales Divi 
sion, under whose supervision all distributor organizations op- 
erate. 


Vax Outlook 


GENERAL DESCRIPTION OF PRESENTATION 

To begin with, we defined budgets for our distributors simply 
as orderly, advanced planning for a fixed period, either for a 
given volume or for any volume desired. Emphasis was laid upon 
the necessity for cooperation of everyone in the organization, 
since any plan of operation can succeed only if all contribute to 
it. Certain assumptions must be made before an example of a 
sample budget can be formulated. 

First, that orders booked, shipments billed, and any accom 
panying manufacturing activities, are all equal for the period se 
lected. 

Second, that the period to be budgeted is one year. 

Third, that net earnings, after taxes, represent an acceptable, 
predetermined return upon invested capital. 

Fourth and finally, that the sales and gross profit mix are con 
stant at all volumes. 

Primarily these assumptions were adopted to simplify the pres 
entation to distributor principals who, we emphasize, are funda 
mentally technical, engineering types unacquainted with the 
variations that must be recorded in modern accounting systems. 

Types of budgets were described as fixed, variable, man power 
and step. We signified our intent to outline a fixed budget, fol 
lowing with a variable type budget, and then to describe in some 
detail the use that could be made of variable budget data beyond 
mere expense control. Emphasis was placed upon the latter as 


‘Kft 
ee 


DONALD M. MAGOR summarizes 
in this paper his presentation before 
the 21st Annual Meeting of Control- 
lers Institute of America covering the 
financial guidance made available to 
the owner-distributor organization of 
his firm. Mr. Magor began his ac- 
counting work with the predecessor 
companies of the York Corporation in 
their Pacific Coast offices. After serv- 
ing for 13 years as district treasurer, 
he was transferred east to the York 
home office at York, Pa., to become assistant to the vice president 
in charge of finance. He was elected assistant controller in 1935, 
controller in 1939, and vice president and controller in 1951. 
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EXHIBIT II 


perhaps the most important phase of all the controls afforded 
thereby. 


DEVELOPMENT OF MECHANICAL DISPLAY 
FOR VISUAL INSTRUCTION 


a. The Fixed Budget 

After numerous planning sessions with our Sales Division, we 
devised a large display board as illustrated in Exhibits I, I and 
III, 

This board measured approximately six by nine feet and was 
so constructed that it could be seen clearly by 75 to LOO in the 
audience. It illustrated first, a fixed budget with panels that could 
be reversed displaying a variable budget built around the fixed 
budget at an assumed normal. 

Emphasis was placed upon the fact that this operating plan was 
for a small distributor where the owner acted as his own sales 
manager and performed a number of duties that would be del 
gated to others in a larger organization. The discussion was 
slanted in this direction to overcome any fecling that the plan was 
too cumbersome for a small operator and suitable only for large 
organizations. 

The display board was first introduced with only the account 
names as 5 tin in Exhibit I. Opposite each account name, there 
is a slot where a part of the board slips out into the dollar column 
as shown in Exhibit II 

Beginning with an assumed annual sales volume of $250,000, 
we called upon the Sales Division's representatives to explain the 
quantities of various types of equipment that should be sold to 
make up that volume and the underlying reasons for their recom 
mended assortment. This tied in both with the gross profit that 
we desired to make and the possibility of engaging commission 


from such an assort 


salesmen that could earn a proper income 
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ment. Wide divergence from the recommended mix could result 
in a loss of man power with resultant difficulties. 

As we proceeded down through the list of accounts, the sales 
representatives were also called upon to discuss such items as 
proper numbers of engineering and service personnel, their rates 
of pay and the qualifications required in each position. 

They also spent considerable time exploring the extent to 
which various media of advertising and sales promotion should 
be used as well as the direction in which these messages should 
be pointed. 

The Controller's Division filled in with information concern 
ing allowances for various other accounts dealing with office per 
sonnel, telephone and telegraph, stationery, local taxes, deprecia 
tion, etc. 

The board with all slots pulled into the dollar column ap- 
peared as Exhibit III. 

It is of importance to observe the great opportunity in this type 
of presentation for complete cooperation between the Sales and 
Controller's Divisions, and the excellent means for promoting 
sound financial controls with the full endorsement of the sales 
group. 

Conversely, it should be noted that in speaking to a group of 
engineering and sales-minded operators, the recommendation of 
the Controller's Division, as financial specialists, is frequently 
taken as more authoritative where a similar claim by the Sales 
Division alone might be looked upon as tinged with sales promo- 
tional enthusiasm. 

In any budget of this nature, man power is, of course, the 
greatest single cost. Immediately there arises the question of the 
proper rates to be paid employes. We recommended the center 
line of our Salary Evaluation Plan as a good starting point which 
could be changed later if territorial conditions seemed to war- 
rant. 

Again we felt considerable confidence in recommended 
amounts for various other accounts as a result of our long experi- 
ence in budgeting for district office expenses where we, in part, 
engage in a similar type of work. It should be noted, of course, 
that for the purposes of this article, hypothetical figures have 
been used. 

After completion of the fixed budget, as illustrated in Exhibits 
I, If and HI, it was explained that such a budget can be departt- 
mentalized with monthly reports comparing actual expenses with 
the individual allowances, all affording improved financial con- 
trol. 


b. The Variable Budget 

The advantages of a variable budget over a fixed budget were 
described to the distributor-owners as enabling an organization to 
forecast its earnings at any reasonable volume, to determine an 
approximate break-even volume, to determine the volume that 
would produce a desired earning, and also to predetermine the ef.- 
fect of proposed sales price or cost changes. These advantages 
were emphasized as equally if not more important than the profit 
and expense control gained through fixed budgets. 

To illustrate the manner in which a variable budget could be 
constructed, we assumed that the volume used in the fixed budget 
to be suitable as a normal volume around which to hinge the cal 
culations. 

Without going into the definition or uses of a normal volume 
too far, we pointed out that generally speaking, it should repre 
sent about the average of the business expectancy within the next 
few years, modified to whatever extent might be thought neces 
sary by planned changes in selling effort, increases or decreases in 
advertising and sales promotional activities, giving due a. 
ance to available working capital and the physical capacity « 
the plant. 

In addition to these factors, weight should be given to the 
general economic outlook, finally settling upon a normal volume 
representing the level at which the organization ts willing to 
build its overhead and cost structures. 














The variable budget is, in this case, designed to reveal operat 
ing allowances and results at volumes varying in 10¢@ steps 
above and below the selected normal. 

At this point, the display board illustrated in Exhibits I to 
III, referred to above, was rearranged by reversing several panels 
to show the budget allowances needed at $200,000 volume or 
80° of normal, and $300,000 volume equivalent to 120° of 
normal. The result of this rearrangement is shown in Exhibit IV 

The board also includes a column marked ‘‘Percent Varia- 
bility,” which is really the ratio by which the expenses change in 
relation to volume increase or decline. These variabilities, pri 
marily worked out over a long period of branch office budgetary 
control, indicate 100% variability where the particular expense ts 
expected to rise or decline in direct proportion to sales volume 
Where other percentages such as 50% is shown, the expense 1s 
expected to rise or decline half as fast as volume. 

In this example, the straight line budget assumes the variable 
degree of expense to occur exactly at the volume levels indicated. 
This may or may not be true, but as an average it is sufficiently ac 
curate for our purpose. Some of these variations could occur in 
steps instead of a straight line, for « xample, in which case some 
of the allowances might be the same over several ranges of 
volume. 

It is obvious that the fixed and variable expenses are really 
mixed in this exhibit. For a full understanding of the uses made 
of this data in subsequent paragraphs, it is important that the dis 
tributor organizations realize the full meaning of the mixture of 
fixed and variable expenses contained therein. For example, if 
we examine Account 14, “Unapplicd Time,” we find that as vol 
ume declines 200 the expense also declines 2000, for which 
reason all of that account is directly variable with volume, and it 
is marked 100% variable. On the other hand, if we examine 
Line 11, ‘Salaries of Draftsmen and Ofhce Engineers,’ marked 
as 50% variable, we find that the expense rises or falls only one 
half as rapidly as volume, which indicates that there is a certain 
portion of fixed expense contained in the account 
Volume Activity 0 


80% 100% 
$2,600 $4,680 $5,200 


120% 


Line 11, Salaries, Draftsmen $5,720 


50% Variable 


When the variable and fixed portions are separated, the al 
lowance really consists of the following: 





100% Variable $ O $2,080 $2,600 $3,120 
Fixed 2,600 2,600 2,600 2,600 
Total as above $2,600 $4,680 $5,200 $5,720 


It should be carefully noted that one half of the account varies 
100% with the volume, while the remainder is fixed, with no 
variability. It is, of course, the element of fixed expense that 
causes the ratio of expense to sales volume to rise as volume di 
clines as shown on Line 53A of Exhibit IV. 

Assuming that the sales mix remains constant as volume de 
clines or accelerates, we pointed out to the distributor-owners 
that the key to the determination of many important facts about 
their business lay in the separation of fixed expense from fully 
variable expense, including those accounts in which a mixture 
occurs. Roughly to separate this mixture of expenses, we sum 
marized the flexible budgets in Exhibit IV in the following man 
ner: 


Total Expense at 100% Volume $54,575 
Total Expense at 80% Volume 48,220 
Decrease in Variable Expense for 20% Volume Decline 6,355 

(5 x 20%) 5 


Decrease in Variable Expense for 100% Volume Decline 31,775 
Fixed Expense ($54,575 — $31,775) 22,800 


$54,575 


Total Expense 
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This, of course, assumes that total variable expenses rise or 
decline as a straight line which we have found to be the case in 
ranges from about 50% to 250¢6¢ of normal volume, beyond 
which a curve is introduced. 

Here in approximate figures, we have determined that the 
wholly fixed expenses are $22,800 while the fully variable ex 
penses are $31,775, both at normal volume. If a precise 
determination were needed, it could be tested by constructing 
the budget at zero volume, keeping in mind that the business 
should be manned to do the first dollar of sales as distinguished 
from a shut-down crew that might be antic ipated by impending 
liquidation 

Having segregated the fixed and variable expenses in the fore 
going manner, the budget at 100 is restated in summary form 


more 


as follows: 





Sales $250,000 
Cost of Sales 180,500 
Gross Profit 69,500 
Variable Expense $31,775 

Fixed Expense 22,800 54,575 
Net Profit before Tax $ 14,925 


Once having achieved this segregation, we are now in a posi 
tion to make real managerial use of the data supplied by the 
variable budget. 


SOME USES OF VARIABLE BUDGET DATA 

a. Calculation of Break-Even Point 

The sales volume at which a business will return zero profit or 
loss, assuming the same mix of products sold at all levels and 
zero Variance accounts, may be computed as follows 
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Divide the fixed expenses by the ratio of sales not consumed 
in paying for fully variable costs. Expressed in the sample figures 
of the display board shown in Exhibit IV, this calculation is ex- 
pressed mathematically as follows: 

Fixed Expense $22,800 


Material & Labor 
Variable Expense 


$180,500 
31,775 


72.20 
12.71 

—= 15.09% 
Total Variable Cost 84.91% 


$250,000 Sales 
$151,093 Sales Required (Break-Even Point) 
60.44% of Normal Volume 


To make certain that our distributor organizations fully under- 
stood the source of profits resulting from their operations, the 
following tabulation was supplied to indicate that the first $151,- 
093 of sales made at normal volume enabled them to pay their 
fixed expenses, leaving zero profit and further that the added 
$98,907 of sales supplied the entire net profit before tax of 
$14,925. 


$212,275 


Total 
Sale s 


$250,000 
180,500 
31,775 
22,800 
235,075 


Added 
S ale j 


$98,907 
72.20 71,411 72.20 
12.71 12,571 12.71 
15.09 - _ 
100.00 83,982 84.91 


Break-Even 
Sale j 


$151,093 
109,089 
19,204 
22,800 
$151,093 


Sales 

Material & Labor 

Variable Expense 

Fixed Expense 

Total Cost & Expense 

Net Profit 

(Before Tax) - - 

100 


72.20 
12.71 

9.12 
94.03 


5.97 
100 


15.09 
100 


$14,925 $ 14,925 
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The 15.09% of each sales dollar not consumed in paying vari 
able costs is first used to pay the fixed expenses of $22,800. 
Thereafter the 15.09% becomes the net profit before taxes. The 
$14,925 profit is, therefore, entirely derived from applying that 
ratio to the added sales of $98,907. 

It was pointed out here that the customary break-even chart on 
cross-ruled paper could be constructed from these figures to pro- 
vide a similar answer without the necessity for the use of the 
mathematical formula shown above. The formula was used, 
however, since other calculations of importance are most easily 
determined thereby. 


b. To Earn a Desired Net Profit before Taxes on Income 

For example, if we wish to determine the sales required to earn 
$20,000 a taxes, we can do so with the following variation 
of the figures: 


$22,800 
20,000 


Fixed Expense 
Profit (Before Tax) 


$42,800 
$42,800 
—— = $283,631 Sales Required 
15.09% 


$283,631 113.5% of Normal 


c. To Determine the Effect of a Reduction in Sales Price 

In times of economic stress, there is such a temptation to advo- 
cate reduction in sales prices to obtain more volume that we 
sought to emphasize the importance of very careful consideration 
before any such move is decided upon. The following variation 
of the formula was offered to indicate the effect upon this par- 
ticular budget performance of a 5% cut in the sales price, all 


other factors remaining the same 
Sales $283,631 


Variable Cost 84.91% 
Fixed Expense 


$240,831 


22,800 263,631 


Profit (Before Tax) $ 20,000 


$240,831 Variable Cost 


$283,631 Sales —- 5% Reduction 
($269,449) 


89.38% (New Variable Cost Ratio) 


$42,800 Required Earning 


100 89.38 (10.62%) $403,013 Sales Required 


$403,013 161.2% of Normal 
283,631 


$119,382 More Sales or 42% Increase before Restoring the Previous Position 


The idea was driven home that where a situation exists that 
calls for a 42% increase in sales volume before the recovery of 
the effect of a 5% reduction in sales price, extremely careful plan- 
ning and advance consideration should be given before action is 
taken. 


d. To Determine the Break-Even Point after Price Cut 


Similarly, the effect upon the break-even point of the illus 
trated distributorship was made clear by the following rearrange 
ment of the figures: 


Fixed Expense $22,800 


/Material & Labor 
Variable Expense 


$180,500 

31,775 
89.38% 

$212,275 


5%) 


Total Variable Cost 
$237,500 ($250,000 


85.87% of Normal $214,689 Required Sales 


7} 


(Continued on pare 147) 
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SINGLE KEYBOARD FOCUSES ATTENTION! 
Follow the beam that marks the head 
motion of the operator using Monroe's 
Single Keyboard. Notice how slight that 
motion is when she works on only one 
keyboard, in one system. 


: EXTRA KEYBOARD MEANS EXTRA WORK! 


Contrast the movement of the operator's 
head when she must labor over two key- 


U.S. TESTING COMPANY PROVES boards, Here’s why operators tire faster, 


mak e more errors, use more energy. 


THE MONROE SINGLE KEYBOARD , ib has ae this extra, nerve- 
‘ fraying head motion, 
SAVES HEAD AND EYE TRAVEL 


Study these “head lines”... photos made by U. 5. their keyboards. Which keyboard would you choose? 


* ‘ as rege . as re > é . 
that measure the head travel Want the full story of why, feature by feature, 


‘Testing Company, Ine. 

required to operate Monroe’s Single Keyboard and Monroes are your best buys in fully automatic cal- 

another leading calculator with extra keyboard. This culatore? Call vour lecal Mearce man far a demen- 

tiring head motion results from wasteful hand travel. stration on vour own work. Today! on aegrens 
Here’s proof the Monroe Single Keyboard increases 

figure production by enabling your operators to ac- 

complish more with less effort. Multiply this individ- 

ual saving of movement... or work... by the number 


of times daily your operators’ hands travel over 


MONROE 


CALCULATING, ADDING, ACCOUNTING MACHINES 


MONROE CALCULATING MACHINE COMPANY e GENERAL OFFICES: ORANGE, NEW JERSEY 





The Valuation of Closely Held Corporation Stock: 


An Estate Problem 


Donald R. Thompson 


jj VALUATION Of many items In an es 
tate 1s casily established; other items 
are not, and one of these ts stock of a 
closely held corporation, The problem 1S 
one which eventually involves the estates 
of thousands of people whose partial or 
principal savings are represented by this 
type of equity, and it is to those who may 
be called upon to furnish these valuations 
that this article is addressed, in the hope 
that it may be of help at a time when at 
unusual and difficult problem must be 
solved in a short time. 

Any valuation is a matter of sound judg 
ment and in a case of this sort there will 
undoubtedly be as many different judg 
ments of value as there are appraisers 
There are no set standards other than thos« 
facts and circumstances surrounding the 
corporation that would be considered by a 
prospective buyer and seller of stock, and 
since the decisions arrived at may have a 
great effect on the size and taxability of 
the estate, 
that clear and logical arguments be pro 
sented to support the valuation, 


it is of paramount mmportanc 


GUIDING PRINCIPLE 

The guiding principle of all valuation 
cases for estate tax purposes 1s “fair mar 
ket value,” and, in support of this, th 
regulations state that “The fair market 
price at which th property 


hand 


value 1s the 


u ould ange he ween a buye vy ald 


a willing seller, neither being under any 
compulsion to buy or sell.” 

It is at once apparent that when the 
stock is not listed on an exchange where 
the market value is established daily, the 
value must be established in other ways 


FACTORS INFLUENCING 
FAIR MARKET VALUE 

There are many factors considered in es 
tablishing the fair market value, and it is 
with these that we shall deal in subsequent 
paragraphs. Among these factors are: 


1. Earnings 

2. Book Value or Net Worth 

». Dividend-Paying Capacity 
Economic Conditions of the Time 
Future Prospects 
Marketability 
Other Miscellaneous Factors 


EARNINGS 

Of the factors to be considered in valu- 
ing the stock of a closely held corporation 
the most important by far is the earning 
pow r 

The American Institute for Economix 
Research in its publication, ‘Background 
for Investment,” says that “The standard 
test for the ordimary corporation 1s, of 
course, earning record, If the company fol 
lows sound accounting practice, this record 
reveals the success of management in eff 
anal ysis oO} market 


Of operation, 


C/ENCY / 


DONALD R. THOMPSON, recently involved in a problem 
concerning estates and finding little available reference 
material that did not require a great deal of work, records 
his thoughts for controllers and financial officers who may 
at some time have to cope with a similar situation. Mr. 
Thompson is treasurer and a director of the Snow-Nabstedt 
Gear Corp., Hamden, Conn., and is presently serving as 
president of the Bridgeport Control of Controllers In- 
stitute. He entered his company in 1940 following several 
years spent in public, industrial and retail accounting. 
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conditions, and adaptation to the constant 
changes in the nation’s economy. A good 
earnings record 1s not a guarantee that it 
will be continued, but a poor one at least 
serves as a warning against the compan) 
as an investment r1sk.”’ This applies to th« 
principles of investment, but it is equally 
true here, as we are attempting to set a 
price which would be agreed upon by a 
willing seller to a willing buyer. 

As further evidence that earning power 
is the prime factor in determining a fair 
market value, R. A. Sprecher, in Kentucky 
Law Journal, Volume XXXI, May 1943, 
states that The Board {of Tax Appeals } 
and courts have, on several occasions, indi- 
cated that earning power 1s the most im 
portant of all factors in determining th 
value of the stock ina closely held corpora 
tion.” The same author goes on to point 
out the case of James Couzens, 11 B.T.A 
1040 (1928), wherein the valuation of 
stock of the Ford Motor Company was 
based on earnings, and that the Board of 
Tax Appeals stated that “Primarily earn 
Ngs ave the test of SUCCESS of the past and 
indications of the future.” 

In computing the earning power of the 
corporation there are several generally ac 
cepted methods two of these being most 
generally used. The first of these capi 
talizes the earnings Over a representative 
period of years, and the other, somewhat 
like the first, relates the earnings of a rep 
resentative period to the tangible and in 
tangible assets. 


CAPITALIZATION OF EARNINGS 

In ‘Federal Estate and Gift Taxation,” 
Randolph Paul says that “The standard 
earnings valuation formula capitalizes the 
earnings Of a representative period at a 
given rate. The word ‘ve pre sentative’ 12 
nifies a ‘fair selection of years,’ a period 
which reasonably affords a basis for pred 
tion as to the future. 

“Cases vary as to the number of years t 
be taken. Ordinarily the period to be taken 
thould not be less than five years. Abnor 
mal years, whether above or below the 
average, Should be eliminated.” 

Under this method the problem is to 
choose a period of years that is truly indi 














ative of the company’s earning power to 
secure the average earnings for these years 
and then determine the number of years it 
should take these earnings to return an in- 
vestment. It is then only a matter of multi 
plication. Thus: 


Average earnings per share for repre- 


sentative period $ 100.00 
Number of years in which earnings 

should return investment 10 
Stock value $1,000.00 


(Note: Your problem won't be so easy 
as this example. ) 

’ The number of years over which average 
stock earnings are capitalized may well be 
founded on the historical rates of return of 
the particular industry involved or the 
rates for comparable industries. 


VALUE OF TANGIBLE 
AND INTANGIBLE ASSETS 

Another method of valuing a stock ts to 
determine the average earnings for a rep- 
resentative period. The average tangible 
assets for this period are determined also 
and a fair rate of return on these applied 
against the average earnings for the repre 
sentative period. The balance of earnings, 
if any, over and above the return on tan 
gible assets, is considered to be the return 
on intangible assets such as goodwill, etc., 
and capitalized at a sharply increased rate 
of return on the theory that the hazards 
of business, changes in demand, customer 
reference, and other risk factors require 
that the rate of return on intangible assets 
be substantially greater than that on tan- 
gible assets. 

Thus, the earnings computed in the pre- 
vious illustration might yield an entirely 
different result. 


Average earnings per share for repre- 


sentative period $100.00 
Average tangible assets per share for 

representative period $750.00 
Fair rate of return 10% 75.00 
Balance of earnings applied to intangible 

assets 25.00 
Earnings on tangible assets capitalized 

(10 years) 750.00 
Earnings on intangible assets capitalized 

(5 years) 125.00 
Stock value $875.00 


BOOK VALUE OR NET WORTH 

Another factor that is sometimes given 
great weight is the book value of the stock 
at the date of death. This is, of course, the 
ostensible value, and many corporations 
prepare this figure as a matter of routine 
and include it in their reports to serve as 
an indicator of the trend of the stock value. 

However, for the purpose of valuing the 
stock in the estate, adjustments probably 
will have to be made in most cases. 

If this factor is to be used, the balance 
sheet on which it is based should clearly 
reflect the current values of the underlying 
assets and reserves. Otherwise it will not 
be important. 





PROOF OF POWER 


The man who is worthy of being a leader of men will 
never complain of the stupidity of his helpers, or the ingrati 
tude of mankind, or of the inappreciation of the public 
These are all part of the great game of life, and to meet them, 


and not go down before them in discouragement and de 


feat, is the final proof of power 





DIVIDEND PAYING CAPACITY 

Dividend payments should — be 
sidered in any valuation as they provide a 
gauge as to the withdrawals made from 
earnings for the cash benefit of stockhold 
ers and, in some cases, they may offer a true 
clue to the value of the stock. 

In the closely held corporation, how- 
ever, these must bear a close relationship 
to the earnings since a small, closely re 
lated group of stockholders is more often 
inclined to let surplus funds accumulate 
for later distribution than is the widely 
held corporation where the stockholders 
primary is current dividend in 
come. 


con 


concern 


MARKETABILITY 

The marketability of a stock should 
have a strong bearing on its value, espe 
cially in those cases where it may be neces 
sary at some future time to realize cash 
through sale of the stock. Where a stock 
has neither been traded actively nor public 
statements issued, investors will naturally 
be much more cautious in their buying of 
such stock than in the purchase of widely 
held and listed equities. As a consequence 
sales of the stock will probably be at prices 
substantially below its intrinsic value 


ECONOMIC CONDITIONS 
OF THE TIMES 

As between a willing buyer and a will 
ing seller the economic conditions existing 
at the time are always an important factor 
in value. 

Along these lines Randolph Paul has 
said “Nothing is better settled than the 
principle that general economic conditions 
existing at the date of valuation—espe 
cially the conditions in the particular in 
dustry——must be taken into consideration 
in determining the value of property.” 

Even in the strongest and most success 
ful companies general economic condi 
tions have a very real effect on the prices 
that stock can command. 


FUTURE PROSPECTS 

Since the valuation of the stock will be 
made as of a certain date it might appear 
that the future prospects for the stock 
would not be considered to any great ex 
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tent and, indeed, there will be room for 


argument in many cases. 

It should be borne in mind, however, 
that the prospects for the future of a stock 
are always considered by a prospective 
buyer. 

Then, too, there may be existing condi- 
tions that greatly affect the future of busi- 
ness adversely such as the death of an im 
portant officer-stockholder work 
was the principal reason for the corpora 


whose 


tion's success 


OTHER FACTORS 

There are other factors that should be 
considered in the valuation, and any one 
of them may be a determining factor de 
pending on the circumstances. Some of 


them are briefly listed below. 


1. Prior Sales 

In those instances where there have been 
bona fide sales of stock these may have an 
important bearing on the value of the 
stock. Only those where there are no spe 
cial considerations for the transfer should 
be conside re d, howe ver 


2. Par Value 

Ordinarily this factor will not have 
great importance. However, there may be 
instances when it will be given weight 


3. Expert Testimony 

The opinions of experts in valuation 
will lend weight to evidence of a valuation 
if they have particular knowledge of the 
industry, the company involved, or if they 
have other particular qualifications for the 
offering of reliable testimony 


CONCLUSION 

Study of the factors discussed here will 
provide comprehensive data from which 
conclusions as to the value of the stock can 
be drawn. From this point on it is a matter 
of weighing the importance of each factor 
and arriving at a sound judgment taking 
all of them into consideration 

In the past it appears that the earnings 
of the stock hav: prime impor 
tance in establishing its fair market value 


been of 
with allowances up or down, for differing 
conclusions indicated by other considera 


trons 
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Dynamic Accounting to Serve Management 


Wayne C. Marks 


METHODS, SYSTEMS AND PROCEDURES 


In the area of the methods function, we 
should find ample opportunity for the con 
troller to exercise initiative in developing 
| dynamic approach to management ac 
counting. However, rather than discuss in 
detail the techniques used by individual 
methods analysts, | would like to outline 
some general areas where I feel the meth 
ods function can make lasting contribu 
tions to better management 

One area where the methods function 
could certainly make a contribution is that 
of internal procedures. With business op 
erations becoming more complex as time 
goes on, there will be need for continuing 
review of the administrative processes. It 
we fail to do this, the patchwork proce 
dures that will result from growth and 
change most certainly will bring with them 
confusion, duplication in effort and time 
consuming practices, 

The study of reports and the reporting 
structure can also lead to definite benefits 
to management. The need for proper co 
ordination of presentday business activities 
requires that management information 
flow through clean lines of communica 
tion, that the information reach all per- 
sons requiring the data at the proper time, 
and that it reach them in the form most 
easy to understand. The methods function 
is well geared to meet the challenge of 
these réquirements. 

In the area of organization studies 
made by the methods group, we can also 
find opportunities for recommendations 


fk 


In the October 1951 issue of THE CONTROLLER, Mr. 
Marks discussed the subject of research as a vital role in 
controllership.* Briefly summarized he touched upon these 


points: 


1. Accounting to serve management cannot operate in a vacuum. 
», Accounting should reflect as nearly as possible the results of 
operations as they physically happen. The figures in the books 
of account must be thought of as the reflection of men at work 
and goods being produced, sold, and shipped rather than as 


an academic exercise. 


It takes men with certain personal characteristics and attri- 
butes, and with an operation point of view, to develop and ad- 
minister “dynamic accounting to serve management.” 


Recently Mr. Marks addressed the Newark Chapter of the 
National Association of Cost Accountants expanding his 
thoughts on research areas in greater detail. We publish ex- 
cerpts from his talk as a postscript to his first article in an 
effort to suggest how the controller can broaden his approach 
to his work, recognize new opportunities and extend his 
horizons to greater benefit in serving management. 


* “The Organization of Research Activities Under the Controller.” 


that will contribute to the better function 
ing of management. We can do this if in 
our approach to the studies we stress the 
development of sound organizational prin- 
ciples, clean-cut lines of responsibility, 
well-balanced functions, and the proper 
delegation of authority. 

It is in this area of organization study, 
possibly more than in any other area of 


WAYNE C. MARKS, vice president-controller and a mem- 
ber of the executive staff of General Foods Corporation, 
has lectured on controllership for the past four years at the 
NYU Graduate School and served as a member of the Ci- 
vilian Advisory Panel to the Comptroller of the Department 
of Army on the Budgetary Control Subcommittee. He is a 


national 


director 


of Controllers Institute and chairman 


of its Executive Committee as well as vice president and 
a trustee of Controllership Foundation. He served as presi- 
dent of the New York City Control for the 1950-51 term. 
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methods work, that we must remember to 
call on all of our attributes of tact and 
diplomacy. If we have good ideas on the 
Ea of organization, let's be sure to 
document them and then use our best sell- 
ing techniques to show management the 
benefits. 


MARKET RESEARCH 
AND EFFECTIVENESS OF 
PROMOTIONAL ACTIVITIES 

You may ask, “What contribution can 
accounting possibly make in these areas?” 
and yet there is a job to be done here, too. 
The accountant possesses a unique qualifi- 
cation in this field; from management's 
viewpoint he’s completely objective and is 
under no compulsion to defend anyone's 
marketing decisions. His suggestions and 
recommendations, if they have merit and 
proper recognition of operating problems, 
are therefore well received. 

Here's an example of dynamic account 
ing: Let's suppose the sales department is 
setting up a marketing test campaign. We 
know that will involve a big job of sum- 
marizing answers and facts at the end of 





the period. If the answers are inconclusive, 
time and money have been wasted and no 
important conclusions can be drawn. A 
controller, who has a sound over-all un- 
derstanding of the business, can play an 
important part in the planning stage by an 
objective analysis of the plan and through 
his knowledge of what data he will need 
in figuring a payoff on the completed cam 
paign. 

Let's consider new products. Here's a 
likely target for some analysis work, prod 
uct by product. Here's a good place to 
try break-even charts to show the profit 
effect at alternative levels of promotion: 


Are new products’ promotional expendi 
tures paying off in sales and profits as 
planned ? 

How about loss products? 

How much of the promotion budget 1: 
spent here? 

Why? 

What would happen if this were re 
duced? 

Should these franchises be milked or 


disposed of ? 


The controller should study per capita 
advertising figures: 


Has volume per capita increased during 
this same period? ; 
Is the per case advertising cost too high? 


Other ideas will undoubtedly suggest 
themselves to each of you. Why not try 
them ? 


PRODUCT PROFITABILITY 
BY SALES AREAS 

This is a subject which strongly interests 
executive management, and which far too 
few companies have available to them. 

Big business has, as we know, many ad- 
vantages; but a glaring disadvantage also 
exists. This disadvantage has arisen from 
the need for consolidation of divisional 
and product operating results—and the 
dropping of 90 many of the important 
facts from accounting reports. So often, 
territorial data on products are limited to 
volume and dollar sales—a grossly inade- 
quate measure of results, since volume is 
not necessarily achieved at a profit. 

Companies which market their products 
on a national basis, know that differences 
in sales volume, sales mix, and costs of 
marketing must cause some areas to be 
more profitable than others. Moreover, the 
marketing operations may be more effec- 
tively performed in some sales territories 
than in other territories, and competition, 
too, is often on an area rather than on a na 
tional basis. 

The answer is to provide Product P&L’s 
for individual sales territories to assist 
management in deciding where products 
can be sold to the best advantage and in 
evaluating the effectiveness of local terri- 
torial management. 

Another facet of this problem is the cost 
of distribution. A great deal of money is 


spent for transportation, warehousing and 
other delivery costs, and yet too little ts 
known about them. Analysis of these ex 
penses by region, by product, by method of 
shipment, by size of customer would be a 
valuable tool for management use. It 
would answer such questions as: 


How large must an order be t 
handling and shipping costs? 

Which customers are o 
profitable service area? 

Are regional warehouse 
handle small orders? 

Are any products too costly t 
certain territories? 


needed 


These questions are only a starter. I'm 
sure each of you could add to my list of 
questions. And I'm equally sure your com 
pany's management would be extremely 
interested in the answers. Why not diplo 
matically supply these answers as a part of 
your dynamic accounting program / 


PROFIT GRAPHS 

Profit graphs, showing 
points for each product, are used far too 
little by industry. Yet many managements 
find them surprisingly effective in measur 
ing the earning power of their business 
in discovering its profit strength and its 
poimt of weakness. 

In analyzing the results of the past, in 
measuring the earnings of a company’s dif 
ferent products, in planning for better 
profits in the future, this technique fur 
nishes a picture of the profit structure 
which enables an executive to differentiate 
between the effect of volume changes and 
the results of price or cost changes upon 
profits. 

A profit graph will provide at-a-glance 
answers to the following executive prob 
lems about products, operations, or the 


bre ak even 


entire business 





Volume increase needed to justify plant 
expansion ov a cut in selling prices 
products of 
if promotion. 


Effe tl On neu different 
felveis 
NHIME 


Margin of safety—how far can 1 


drop before we lose mone Vi 

How does a product compare with simi 
lar products? How much overhead does tt 
absorb? Ts atu wrth he é ping in our liner 

Unit costs and probable profit at vary 
ing levels oO} sales. 

Effect of union demands on « and 
profits. 

Profit effect of increased production eff 
ciency, or savings on so-called fixed costs 

This ts only a partial list of the easy-to 
digest answers that profit graphs can fur 
nish. And let me emphasize fis point 
These arc important answers which can 
only come from the controller. 

One of our divisions recently adapted 
the break-even chart to a disk scale, so that 
by revolving one disk placed above an 
other, one could read the profit expected 
at each of the selected volume points. To 
the marketing people this provided a dra 
matic measure of the value of volume 


PRODUCTIVITY OF SALESMEN 

To lump selling expenses in a total and 
express this figure as a per cent of sales ts 
the crudest form of cost control. Yet many 
companies do just that. While executives 
may realize that such a figure gives them 
no real control, they often assume that the 
only alternative is the impractical one of 
requiring cach salesman to make a time 
card record of his activities. 

A much more efficient idea is to measure 
the results of that selling effort rather than 
the mere expens¢ itself. By “results’’—do 
I mean gross dollar sales? Not at all. By 

results’ I mean profits! 


| haven't seen her since last week when | told her to take a letter 
to the Bonnyrest tourist court in Miami, Florida’ 
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A common mistake is to assume that to 
control selling activity in terms of profit, 
rather than of gross sales, involves a vast 
amount of clerical work in costing each 
order. Profit control can be established 
with little or no extra clerical work when 
the basis for control has been set up prop 
erly. And the effect of such profit control 
upon Carnings 1s often astonishing 

For example, one company, after analyz 
ing costs and profits, gave its salesmen a 
list of customers to be called upon four 
times a year and another list to be called 
upon once a year. It also gave them a list 
of prospects to be called upon at specified 
intervals. Sales trips were planned to in 
clude all classes of calls with a minimum 
of travel cost. Sales were segregated ac 
cording to customer classes and_ profits 
were computed for cach class. Salesmen’s 
achievements were measured in terms of 
dollars of profit produced per dollar of 
selling cost 


MANUFACTURING COSTS 
AND COST STANDARDS 

This is a subject which represents an 
opportunity of immediate value to every 
one, In this period of constantly advancing 
labor and material costs and thinning 
profit margins, there isn't a single com 
pany I know of which isn’t interested in 
reducing its manufacturing costs. Here are 
some of the questions that plague all man 
agements: 


Are our costs out of line? If so, where 
should we take action? 

Do foremen know what their costs 
should be? What they are? 

What are the sources of excess costs 
which products, which operations ¢ 

Do we know the costs of material spoil- 
age and waste? How much is due to faulty 
materials, to poor u orkmanship, to ma- 
chine performance, to poor planning? 

What 1s the cost of product rejects, re- 
processing, and overweights ? 

What control do we have on our yields? 
Our shrinkage ? 

Is our incentive plan paying off in in 
creased production? 


Let's suppose the production manager 
has decided to begin a program of work 
simplification. With a broad field of op 
erations to cover, his first problem is: 


Where to start? 
Which products, processes or machines 


take the big slices of the labor dollar? 


These are the areas where work simpli 
fication will really pay off; and here ts a 
fine chance for the controller to make a 
contribution, since he is the only one who 
has all the necessary facts and figures. A 
sound analysis and some concrete recom 
mendations by the controller would be a 
real help to the production manager in 
getting started 

This list could go on and on, and so 
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THE FLEXIBLE EXECUTIVE 


The corporation executive of today must be the captain 
of a smooth-working team of people who can decide whether 
the time has come to build a new polymerization plant, what 
the answer is to the unsatisfactory employe relations in a 
given unit of the business, how to cope with a new govern- 
ment regulation, how to achieve a mutually respectful un- 
derstanding with union representatives, and what position 
to take on price increases in order to maintain the good will 
of the public. In short, he is confronted with so many ques- 
tions which require knowledge, intellectual subtlety, politi- 
cal insight and human flexibility that he desperately needs 
a mental and temperamental equipment of the sort that the 
oldtime tycoon could do without. The tycoon would have 
snorted at the idea of sending his junior executives to a 
university to get a grounding in the general principles of 


executive management; today, scores of companies send 
their promising men—at the average age of about 40—to 
the Harvard Graduate School of Business Administration 
for its Advanced Management Program. For it has become 
generally understood that the running of a big business re- 
quires what is essentially a professional equipment. 


— FREDERICK Lewis ALLEN in Life, January 5, 1953, p. 50 
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could a list of your opportunities to serve 
management in the area of costs. If your 
accounting can produce the answers to this 
kind of questions, you're all set. If not, I 
strongly recommend that you give some 
thought to the use of a standard cost sys- 
tem if you do not already have one. Our 
experience with standards has been highly 
satisfactory from the control standpoint ; 
and, perhaps, even more important, we 
have been able to make a wide range of 
cost analyses in the areas of greatest man- 
agement interest. 


STANDARDS FOR 
INVENTORY TURNOVER 

To many executives, the management of 
inventories is a heavy task and with good 
reason. Profits and new capital, badly 
needed in other areas of business, often 
must be poured into inventories as mate- 
rial costs continue upward. Here is infla- 
tion at its worst, and here is a good chance 
for the accountant to serve management. 
By setting up standards for inventory turn- 
over, by product or type of material, and 
comparing current performance against 
them, we can screen out the dollar distor- 
tions and present a clear-cut picture of 
how the inventory is acting. Significant 
variations are brought to management's at- 
tention for corrective action. 


RETURN ON INVESTMENT 

This is a field of vital importance. When 
fully employed, it becomes a real instru- 
ment panel for management planning and 
control. 

The basic technique of this management 
tool was developed, I believe, by du Pont, 
where it has been used for over 30 years, 
but many other companies, including my 
own, have either successfully adapted it to 
their own use or are hard at work to de 
velop such a program.! 

Return on Investment is a method of 
measuring profit efficiency, rather than 
profit dollars, which we will all agree are 
quite misleading during inflationary or de 
flationary periods. It eliminates the effect 
of dollar differences due to price. It com 
pares current and future profit and invest- 
ment performance against standards and 
past experience. Through various analysis 
and charting techniques it gives manage 
ment a bird's-eye view of the entire busi 
ness, including breakdowns of all signifi- 
cant factors and interpretive comments. It 
provides a good measure of the effective 
ness of a decentralized management. 
Moreover, it helps top management decide 
the areas in which it should invest its 
available funds. 

If any company wants to start a ‘‘profit 
offensive’ and, in the process, weed out 


(Continued on page 136) 


*See T. C. Davis “Organization of Account 
ing-Finance Research: the du Pont Approach.” 
THE CONTROLLER—November 1951 and John 
E. Kusik “How the C&O Operates Its Financial 
Panel.’’ THe CONTROLLER——May 1952. 














Allison V. MacCullough 


Executive Development Facilities 


Dan Weine 





Executive group at Columbia University’s Arden House at Harriman, New York 


5 er RAPID AND RECENT INCREASE tn fa 
cilities for the training of executives is 
more than equalled by the demands of 
American industry and business. The 
awareness, even though slow in develop 
ing, that the quality of administrative ac 

tion must be improved and that it can be 
improved through training and, secondly, 
that more executives are needed, has 
flooded graduate schools of business ad 

ministration with demands for action. 

With Harvard credited with starting the 
movement with its 13-week course in 
1942, followed by Western Ontario and 
Pittsburgh in 1948, we now have several 
institutions doing a creditable job even 
though none of their programs exceeds 
eight weeks in duration. Their numbers 
were enlarged in 1952 with Columbia, In- 
diana, Stanford and the American Man- 
agement Association contributing their re- 
sources. It is reported that North Carolina, 
Alabama, Washington and several other 
universities are starting executive develop- 
ment programs in the near future. 

It is now possible, for the first time, for 
companies engaged in management de- 
velopment to be selective as to universities, 
and indeed they must be selective for the 
programs differ in many respects. It is per 


haps fortunate that they are not alike, for 
the needs of individual executives do not 
necessarily fall into a pattern. It now be 
needs of 
best 


comes a matter of matching the 
the executive to the 
equipped to fill them 

it might be 
send an executive of considerable personal 
capacity 
university facility where he would be asso 


university 
For instance, wasteful to 
and organizational stature to a 


ciated exclusively with junior level execu 


ALLISON V. MACCULLOUGH entered the field of indus- 
trial personnel administration after 14 years in educational 
administration in public and private schools. Much of his 
work has been in organization planning and management 
development, first in the American Viscose Corp. and 
Vick Chemical Co. and, since 1947, as an independent 
management consultant at Rye, N. Y. He is a guest lecturer 
at several graduate schools of business administration 
and has served as chairman of the Advisory Committee 
on Training of the National Industrial Conference Board. 


bo oe ee 


Universities are proving that participation 
in selective study programs stimulates 
executive administrative action 


tives. Under certain circumstances it could 
be wrong to send a man who is a skilled 
technician (accountant, 
searcher, etc.) who has spent an almost 
monastic career in one function of a com- 
pany to mingle, in an executive develop- 
ment facility, with experienced policy- 
making officials from many corporations 
Certain programs seem to offer a “shock 
treatmet’” to awaken the participants to 
the realitres of our 1953 world while other 
facilities aj, car to deal only with those 


engincer, re- 


executives wo are already cognizant of 
the social-economic demands of our times 

While the universities hope to provide 
an executive with a broader understanding 
they are 
velopment of the 
think; to approach a problem and weigh 
ull the 


ment of his viewpoint and attitudes. Even 


largely concerned with the de 
executive's ability to 
solutions and with the improve 
though considerable testimony exists as to 
the near miraculous changes that fre- 
quently occur im a participant, a typical 
evaluation will resemble that of a parent 
who places his son for a summer on a farm 
or with a construction cre w, or maybe ina 
summer camp. The frequent but significant 
appraisal is that “it did him a world of 
good” or that “it made a man of him,” 
However, the results of conscientious par- 
ticipation in an executive training program 
are not always immediately apparent and 


are not to be compared with a healthy tan 
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FACILITY LOCATION 


AMERICAN 
MANAGEMENT 
ASSOCIATION 


COLUMBIA 


CORNELL 


HARVARD 


INDIANA 


MASSACHUSETTS 
INSTITUTE OF 
TECHNOLOGY 


NORTHWESTERN 


PENNSYLVANIA 


PITTSBURGH 


DURATION 


CLASSIFICATIONS 


SIZE 
OF 


DATES ESTAB. FEE 


GROUP 


PARTICIPANTS 


ORGANI- 
ZATION AV. 
LEVEL AGE SAL. 


AV. GEOGRAPHIC 
SOURCE 


in thousands 


ECON 


Aug Sept 


January and 


February 


e 
spring 


and Fall 


Last part 
»f June 


July 
ind August 


Last part 
of June 


Each Fall 


$600.00 
plus 


living 
J 


$1750.00 


$750.00 


plus living 


approx 
$2100.00 


$500.00 
per 


summer 


Financial 


grant 


$1000.00 


plus meals 


$500.00 


$500.00 


i 
Junior 


Executive 


. 
senior 


Executives 


Junior 


Executives 


Senior 


Executives 


Advanced 
Junior 
Executives 


Superior 
Junior 
Executives 


ec P 
senior 


Executives 


Junior 
Executives 


Advanced 


National 


National 


Eastern U. S. 


National 


Midwest 


National 


National 


Nearby 


60% Local 


Pittsburagl Eight week R 
Junior 
Pa and Spring and living 


Executives 40% National 


WESTERN rive weer Augen va ; Senior 


Five and one half $500.00 


ONTARIO 


lays-week 


Executives National 


acquired during a summer holiday for they 
make up in substance and permanenc 
what they lack in coloration 

The right man sent to the right program 
will ‘grow’ much faster and sounder than 
he ever could by merely remaining on the 
job. While ordinarily we acc pt the thought 
that time, and its produc ts, cannot be accel 
lerated it is nevertheless true that men, like 
vegetation, can by a carefully worked out 
process have their growth stimulated. At 
long last, it appears that most companies 
realize that the costly trial and error ettort 
of everyday experience is too unreliable 
and expensive a method of training their 
Executives, 

There is a danger that companies will 
misuse university programs for the de 
velopm« nt of the: executives unless the 
participation of a men in such a program 
is but one step in a well defined and long 
range plan for his deve lopment, which has 
been carefully determined with the ind: 
vidual’s concurrence and is frequently re 
viewed. Certainly these programs cannot 
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be thought of as a ‘shot in the arm” or a 
magic remedy for all the aches and pains 
of management. For fear that there might 
be a danger of believing that the use of 
these facilities constitutes the heart of a 
management development program it 
should be emphasized that most of the de 
velopment of an individual is accom 
plished within his company through the 
establishment of appraisals, inventories, 
coaching” and many other in-company 
training ¢ fforts. 

For the use of companies concerned 
with the choice of executive development 
facilities a yardstick of measurement, or a 


set of principles or conditions under which 


mature men learn, might be helpful. Per 

haps some of these principles or condi 
| 

tions can be stated as follows: 


|. The participants should be provided 
with time and setting to 
become well acquainted with one 
another 
become meditative and reflective 
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have lengthy and frequent ‘‘bull 

sessions,’ and to have 

adequate recreation and other di 

versions. 
The participant must be completely re 
moved from his normal responsibilities 
for the duration of the program. 
Each participant must experience a 
high degree of personal involvement. 
A permanent faculty experienced in ex 
ecutive training methods is usually bet 
ter than a parade of specialists from in 
dustry; continuity and control of in- 
struction and material is important. 
The group of participants should be 
homogencous as to richness of experi- 
ence and general background and het 
erogeneous as to industry, company, 
function and geographic source. 
Materials, methods and_ schedule 
should aim at a comprehensive study of 
realistic problems so that the partici- 
pants will gain a broader view of 
the significant economic-social-political 
forces at work in our society and of the 
responsibilities inherent in the man 
agement function. 











School for Bank Executives 


To provide bankers who have bank ac 
counting, auditing and control responsi 
bilities an opportunity to improve their 
knowledge in these fields, the National 
Association of Bank Auditors and Comp 
trollers has announced that the first session 
of a school for such bank officers will be 
held June 29 through July 11, 1953 at the 
University of Wisconsin. The students 
will attend three summer sessions, as well 
as complete certain extension problems on 
the matter covered during the sessions. 

For the year 1953, the maximum enroll- 
ment will be approximately 50 and classes 
will be conducted as much as possible on a 
seminar or round table basis with each stu- 
dent participating in the analysis and study 
of the various subjects. The curriculum for 
the first year will feature bank accounting 
In the second year bank auditing will be 
highlighted and the third year will feature 
bank control. 

Further details concerning the school 
which will be conducted at the University 
of Wisconsin, Madison, Wisconsin, are 
available from Darrell R. Cochard at 
NABAC headquarters, Suite 762, First 
National Bank Building, 38 South Dear- 
born St., Chicago 3, Illinois. 


School for Credit Executives 


The summer of 1953 will see the open 
ing of the seventh annual session of the 
Graduate School of Credit and Financial 
Management, a division of the National 
Association of Credit Men, operating un 
der the cosponsorship of the Credit Re 
search Foundation, the National Institute 
of Credit, and two of the nation’s leading 
graduate schools of business administra 
tion. An outstanding success since its be 
ginning in 1947, the school has now 
reached a point where the demand for its 
services in the field of executive develop 
ment has made it necessary to operate in 
two sections—one at Stanford University, 
Stanford, California, and the other at 
Dartmouth College, Hanover, N. H. 

The western section of the school, un 
der the cosponsorship of the Graduate 
School of Business of Stanford University, 
holds its sessions from July 5 to July 18 
The eastern division runs its classes from 
August 2 to August 15 under the cospon 
sorship of the Amos Tuck School of Busi 
ness Administration of Dartmouth Col 
lege. 

In order to complete the program of thi 
Graduate School of Credit and Financial 
Management, it 1s necessary to attend two 
wecks each summer for three years. Priot 
to attendance at each session of the school 
the student is given special reading assign 
ments which form basic preparation for 
the work which follows. Before the begin 
ning of the third year session, each execu 
tive submits a Management Study Report 
(similar to a thesis). These reports must 








THE PBE’S 


Once satisfied with leaders who had a minimum of formal 


education, | 


1S. industry today demands executives who have 


received professional training in the complexities of bust 


ness. It turns increasingly to the professional business schools 


and most notably to Harvard's Graduate School of Business 


Administration, the closest thing to an intellectual capital tor 


U.S. business. The school, which follows present-day in 


dustrial problems through its “case study 


system, has re 


cently sect up special courses for key executives 


These men, sent by thei companies to the school’s Ad 


Vanc’ 


1 Management Program, di 


cuss actual business situa 


tions and apply the knowledge of their own experience to 


other management problems brought up in class. Though 


they sometimes seem out of place among younger men, Most 


are proud to be chosen for the cours and have given them 


selves a nam« PBI Or 


cover a Management problem of special in 
terest to the individual and his company 
Members of the faculty of the Tuck School 
and members of the staff of the Stanford 
Research Institute are in charge of the su 
pervision of these reports 

The cost of this program, $300.00 a 
year, includes registration, tujtion, room 
and meals. Most of the instructional ma 
terials used at the school are also included 
in the over-all price of the program. The 
only extra expenses necessary ar for text 
books and transportation 

The average age of executives taking 
part in this program is 40.5 years. They 
have spent an average of 9.5 years in credit 
work, and they are either college gradu 
ates or have had partial training at the col 
lege level. Only 25% of the enrollment in 
the 1952 session did not have any colleg 
work at all 

In 1952, the student bodies at the school 
made up of 60% of 
whom worked directly in the field of credit 
with ranging 
credit managers in relatively small com 


were exccutives 


positions from assistant 


panics to general credit managers of ex 
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Pot Bellted Executives 
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tremely large corporations. The other 40 
of the registrants at the schools held either 
financial or general administrative posts 
The largest single grou; within the stu 
dent body is that representing banking and 
financial institutions. The petroleum and 
heavy manufacturing industries, however 
follow closely behind the banking group 
in the order in which they were named 
These percentage 5 provided an excel 
lent balance of bac kyround for the discus 
sions which comprise a large measure of 
the work at the school. The range of back 
ground ts further extended by the fact that 
these executives are drawn from 33 states 
the District of Columbia, the Territory of 
Hawaii and Canada. Varied backgrounds 
different perspectives, and a multiplicity of 
technical approaches to the same probl m 
make every 
memorable and worth-while ex perience 
During the year 244 credit and 
financial exc were enrolled, 55 at 
Stanford and 189 at Dartmouth. Advance 
1953 indicate ay proxi 
120 at Stanford and 200 at Dart 


discussion at the school a 


past 
utives 


repistrations for 


mately 
mouth 
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Trends in Annual Reports— 
A Three-Year Study 


Samuel E. MacArthur 


URING THE PAST THREE YEARS the an 
D nual reports of 118 calendar year and 
34 fiscal year companies were studied. The 


conclusions which have been reached are 


The survey was extended last year to 
include approximately 50 per cent more 
reports in order to test the representative- 
ness of the companies being used in the 


based, therefore, on the calendar years 
1950 and 1951, and on the fiscal 
years 1950, 1951 and 1952 


1949, 


OF MARX (GROUCHO) AND ANNUAL REPORTS 


Recently Pitney-Bowes, Inc. conducted a survey of the 
opinions of its stockholders concerning current policies and 
operations. The results were illuminating, particularly the re- 
sponse from one of its more famous share owners, Groucho 
Marx of Beverly Hills, California. 

Blithely ignoring all forms of questionnaire checking, 
stockholder Marx responded with write-in answers in his 
own hand, closing with an affectionate ‘‘S.W.A.K.” and six 
little crosses. 

Asked what factor most influenced his decision to buy 
Pitney-Bowes stock, he replied, “The wind was from the 
North.” 

To the question, ‘Do you own other stocks besides Pit- 
ney-Bowes?”’ he answered, ‘Two dry holes in Texas.” 

Queried, “How capable do you consider the present man- 
agement?’ (and asked to check one of five boxes ranging 
from “Very Capable” to “Weak’’), he simply wrote in, 
“Good Golfers.” 

Bypassing such orthodox methods of financing growth as 
common and preferred stocks, he submitted an alternative 
method: “Bank Robbery.” 

His rating of the company’s Annual Report: 

“Tops in fiction.” 


SAMUEL E. MACARTHUR is treasurer and controller of 
Federal-Mogul Corporation, Detroit, Michigan, and past 
president of the Detroit Control of Controllers Institute, 1951- 
1952. He graduated from Drake University (B.S.C.) in 1935 
and joined U. S. Gypsum Company, Chicago, Illinois, where 
he held positions as cost auditor, cost accountant, travel- 
ing auditor, office manager, assistant to Works Manager, 
raw materials buyer and priorities supervisor. He joined 
Federal-Mogul as assistant controller in 1942 and was ap- 
pointed controller in 1945. In 1952 he was named treasurer. 
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study. The findings, however, of the in- 
creased sample indicated no significant 
changes over the original 152 companies. 


Powell 





120 


Most of the changes that have taken 
place during the past three years picked 
up converts very slowly, so slowly in some 
cases that it is barely noticeable unless a 
study had been made. During this period 
no so-called ‘fads’ developed. Any ideas, 
however, that had general acceptance were 
rapidly adopted. For example, an expla- 
nation as to the progress of the company 
was reflected by insertion of a “Summary 
of the Year's Operation.” 


RECENT AND RAPID CHANGES 


Unusual growth in changes and inclu- 
sion in annual reports were found in the 
following: 

1. Statement Headings Changed 

(a) From Statement of Surplus to 
Statement of Retained Earnings 

(b) From Surplus Statement to State- 
ment of Shareholders or Stock- 
holders Equity 

2. Summary of Year's Operation In- 

cluded (Highlights, In Brief, ete.) 

(a) More than 2/3 show such a 
statement 

(b) Most are shown inside the cover 
or on the first printed page 


STEADY GROWTH CHANGES 
These changes have been gaining addi- 
tional acceptance each year: 

1. Omission of pennies from all report- 
ing. 

. Omission of Patents and/or Good- 
will when the amount is the token 
$1.00. 

. Statements shown on a two-year com- 
parison basis. 

More comparative financial statistics 
of selected items. 


CONCLUSION 


The annual report, from a financial re- 
porting standpoint, is being presented cur- 
rently by the majority in three parts: 

1. Highlights—A summary and ready 
reference designed for those who 
want a brief resume of the company 
results for the year. 

. Comparative Financial Statements— 
A detailed comparison of financial 
information for the current and prior 
year—heading terminology as de- 
scriptive as possible. 

. Financial Statistics—A_ comparison, 
on a selected item basis, for a period 
of ten years or more. 
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The reporting of financial information 


has been more readable and understandable 


during the past ten years. The gradual in 


troduction of the three-st« P method of re 
porting, which is now in general use, 
should satisfy the varying degrees of finan- 
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It’s a Gift! 


Our favorite story thus far in 1953 concerns the United 
States Chamber of Commerce which, according to the 
United Press, recently donated to the United States Air 
Force a $1.00 gift copy of a 61-page booklet on workmen's 
compensation laws. 

To purchase the booklet, the Air Force had sent the 
Chamber: 


1. Two copies of a mimeographed form acknowledging 
receipt of contract forms. 

2. A page of special instructions on how to make out 
government contracts, including explanations of ceiling 
prices and a warning that the $1.00 cost is subject to rene- 
gotiation 

3. A contract covering four pages of fine type, with 20 
clauses and 43 paragraphs. The 43 paragraphs advised that 
“no variation on quantity will be accepted” (meaning send 
one booklet or the deal is off); the booklet may be subject 
to Air Force tests; samples of the booklet may be destroyed; 
the order is void if the booklet was made by convict labor. 

4. Another four-page document with additional instruc- 
tions and provisions covering 12 Clauses and 56 paragraphs 
which include advice on how to terminate the contract for 
the one booklet and how to load the order on a freight car. 











p 
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“Mind telling me what your bill will be? I’d like 
to know whether | have anything to live for’ 
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This document winds up listing the provisions of the 1939 
Neutrality Act. 
5. Two more pages of fine type with several more clauses. 
The Chamber was advised it would get the $1.00 through 
allotment fund 5733400-363-1813-P422-( 29) -08-S3 3-602 
Easy to see why the Chamber sent the copy free. 


Relax! 

If you are part of top management 
THE CONTROLLER, you either are or expect to be—beware 
of ‘the executive neurosis.” 

That is an emotional ailment which causes business leaders 
to crack up and it is a serious challenge to the future of 
American business and industry, according to Dr. Robert 
N. McMurry, an industrial psychologist and a fellow of 
the American Psychological Association. 

In a recent issue of The Harvard Business Review Dr. Mc- 
Murry says that the victims of ‘the executive neurosis” are 
driven by inner feelings of insecurity and frustration to more 
and more overwork. Eventually they reach a tension point 
which may end in heart disease, nervous breakdown, or in 
excessive drinking, or other indulgence or escapes. 


and as a reader of 


Dividends from Safety Dollars 

An average of three times as much money ts now being 
spent to protect the health and safety of employes in manu- 
facturing establishments as in 1940. And the expenditure is 
paying dividends, according to a recent survey on health and 
safety programs by the National Association of Manufac- 
turcrs. 

Companies with health and safety programs reported the 
following record: 

Reduction in accidents—4 3.5% 

Reduction in compensation premiums—30. 3 
Reduction in absenteeism—25.6% 
Reduction in occupational disease—45.66 


Reduction in labor turnover-—29% 


Our Critics—Bless ‘em 

Declares Clarence B. Randall, president of Inland Steel 
Company, Chicago, in his recently published “A Creed for 
Free Enterprise’: 

“We pride ourselves on wanting constructive criticism 
from our business associates, but we brand it as subversive if 
it comes from the campus. Actually, each one of us when his 
anger at a particular professor cools, knows that only bj 
searching differences of opinion do we advance toward truth. 
Hitler censoved thought and destroyed his fatherland.” 


Which brings to mind some anonymous commentator’ s 
observation that “most of us regard constructive criticism as 
a faults alarm.” 


Turn the Page, Please 

When you turn the next page you Il find a most interesting 
photograph. Our thanks to the editors of Better Living. 
published by E. I. du Pont de Nemours & Co., for permis- 
sion to reprint. 


PAUL HAAS! 





IT DOES THESE JOBS—AND MORE! 


Accounts Receivable * Accounts 
Payable * Material Records * Wage 
Accrual Records * Payroll Records 
Cost Records * Factory Ledger 


General Ledger 


A SIMPLE TURN of the job selector knob 
changes jobs in a second—gives choice of any 
four accounting operations controlled by each 
sensing panel. Any number of panels may be 
used, so there’s no limit to the number of jobs 
a Sensimatic will do. 








[lad yffeillest speed. tn cueny job! 4er0 42 thrgy/ 


No other accounting machine is so universally useful— 
can do so many accounting jobs with such speed, 
such ease ... at such a saving! 


There’s pactically no limit to the number of accounting 
problems your Sensimatic can solve! Its most 
remarkable feature—the sensing panel or “mechanical 
brain” —automatically directs it through every 
operation—effortlessly, unerringly. Moreover, the 
Sensimatic’s many other automatic features and highly 
efficient design save costly working time and operator 
effort . . . make it simple to learn, easy to use! Sensimatic 300 with 11 totals 
Sensimatic 200 with 5 totals 


Why not see for yourself how much more Sensimatics 
) ) Sensimatic 100 with 2 totals 


can do for you? Simply call your nearby 

Burroughs office, listed in the yellow pages of the 
telephone book. Burroughs Adding Machine Company, 
Detroit 32, Michigan. 


WHEREVER THERE’S BUSINESS THERE'S 
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STAGE SETTING 


A man sitting at his dining room table struggling with his personal income-tax return ( 
lke ALMA Meith lM e-tuilohs de] ol olileliole |e] ames) -la-ToleMeldcett Mil-Miiolel-MeolmoM AAl le Liou) 
theater are the 61 men and women* and the variety of gear, supplies and equipment 
required to handle the Du Pont Company's yearly tax bill. The cast (equivalent in 
number to the ensemble of a Broadway musical comedy) is roughly double what it was 
15 years ago, (The amount of tax and renegotiation money involved—in 1951 it was ' 
$395 million—is 2200 per cent greater.) 

Batteries of IBM accounting machines (some renting for $2000 a month), scores of ' 
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FOR A TAX BILL 


calculators and typewriters, and a library of tax books and regulations are needed to 
handle the complex job of preparing 1,900 separate Du Pont tax forms. Since 1950 
the additional work load caused by the ‘Excess Profits Tax’’ and other recent tax 
legislation has increased one group in this picture by 25 per cent. Not shown are several 
hundred other company employees in the Treasurer's and other departments who now : 
spend part time on taxes. One of their biggest jobs is compiling more than 113,000 
individual employee withholding tax forms, and turning over $50 million or more each 


year in employee tax payments to federal, state and local government agencies. 
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*Groups in this picture show (from left); Tax Division, Legal Department, Payroll Sec- 
tion, Tabulating Division, Statistical Division, and General Ledger Division. At front 
of , Tox Division Mondger Harding displays four file drawers of 1952 tax returns. 
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Tax Authorities Should Permit Taxpayers 
More Latitude in Fixing Depreciation Rates 


EDERAL TAX AUTHORITIES should ceas« 
Fcateniios to substitute their judgment 
for that of business management in regard 
fo allowabl 
recommendations prepared by the Na 
on Federal Taxation of 


dk preciation, according to 


tional Committec 
Controllers Institute. The 
cently distributed to all members of th 
Institute 

According to the Committee, which ts 
he aded by Rowland R Hughe S, VICE pre SI 
dent of The National City Bank, New 
York, the Treasury should climinate the 
present ‘strait jacket’ adherence to rigid 
depreciation schedules by permitting tax 
payers to set their own rate of depreciation 


rr | Ort was fe 


of assets, within reasonable limits 

The recommendation, which is one of 
19 submitted by the Institute to the Joint 
Committee on Internal Revenue Taxation 
points out that “While taxpayer consist 
ency is desirable to protect the revenues 
real equity requires the widest possible re 
liance upon business practice and judg 
ment in order to meet the wide divergence 
of operating conditions in the many dit 


ferent businesses 
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FORMER RULE FAVORED 

The present fe deral philosophy govern 
ing depreciation began as a temporary ex 
pedient, and had nothing to do with equity 
and sound tax administration, the Com 
mittee observes in its report. To correct 
this situation, that document points out, 
the Treasury should restore to its regula 
tions the former rule which read “While 
the burden of proof must rest on the tax 
payer to sustain the deduction taken by 
him, such deductions will not be dis 
allowed unless shown by clear and con 
vincing evidence to be unreasonable.’ 

‘In the main, in the absence of manipu 
lation,” the report observes, ‘no real harm 
can come to the revenues through allowing 
the taxpayer great latitude in calculating 
depreciation deductions. Only short-term 
benefits or drawbacks are calculable and 
these usually wash out over the long pe 
riod 

Any reasonable method or combina 
tion of methods should be allowed, such as 
life, remaining life, composite, 
sinking fund, unit of 


AVCTALC 
declining balance, 
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Deductions should be set aside 
only if proved unreasonable, says 
Controllers Institute Tax Committee 


production, retirement method, etc. Varia 
tions in method or additional or smaller 
deductions should be allowed for loss of 
useful value, variations in incidence of 
obsolescence, changing trade practices, 
and changes in useful life of investment in 
capital assets through wear or otherwise 
Finally, once a taxpayer's year has been 
audited, the amount of depreciation for 
that year should not later be changed (if 
it has provided tax benefit) except for 
mechanical errors of addition and subtrac 
tion 


OTHER CHANGES 

Other changes suggested by the Insti 
tute’s Tax Committee include extension of 
the right of replacement of wartime invol 
untary liquidation of inventories; liberal 
zation of employe death benefits, stock op 
tions and pension plans; removal of eco 
nomic loss limitations from the net op 
erating loss carry-forward and carry-back 
provisions , removal of the two per cent 
penalty for filing consolidated returns, and 
other technical improvements in the tax 
law. 

In addition to Mr. Hughes, those who 
presented the recommendations on behalf 
of the Institute included Harold H. Scaff, 
vice president, Ebasco Services, Inc., New 
York, vice chairman of the Tax Com 
mittee, and Wilfred Godfrey, treasurer 
and director, Keystone Custodian Funds, 
Inc., Boston, chairman of the Institute's 
Subcommittee on Normal and Surtaxes. 

Other members of the organization who 
helped in the preparation of the recom 
mendations and who took part in the pres 
entation to the Joint Committee include 
W. L. Hearne, tax supervisor, United 
States Steel Corporation; W. L. Kidd, tax 
accountant, American Telephone & Telk 
graph Company; A. E. Pinkus, assistant 
controller, The National City Bank, and 
Edward L. Spetnagel, Jr., assistant control 
ler, Standard Brands, Inc., all of New 
York; John McFarland, manager of the 
tax department, Sun Oil Company, Phila 
delphia; Russell L. Peters, treasurer, In 
land Steel Company, Chicago, and C. R 
Peterson, partner in the Washington law 
firm of Lee, Toomey & Kent 
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SINCLAIR-MURRAY CAPITAL CHANGES REPORTS* 


When capital changes affect income from an invest- 
ment portfolio—how can the Tax Man get the facts and 
information needed for correctly computing gain and 
loss for federal income tax purposes? 

For more than two decades top tax specialists have 
turned to the authoritative pages of SINCLAIR-MURRAY 
‘CAPITAL CHANGES REPORTS for this kind of data. In 
its three encyclopedic loose leaf Volumes the complete 
capital changes histories of over 12,000 corporations 
are set forth and kept continually up to date through 
fast, regular loose leaf ‘‘Reports."’ 

Included in its comprehensive coverage of this field 
are full details on the federal tax aspects of stock 
rights, stock dividends, liquidating distributions, ex- 
changes in reorganizations, dividends on preferred 
stock redemptions, nontaxable and capital-gains cash 
dividends, interest on bonds ‘‘traded flat,’’ amortizable 


* Sinclair, Murray & Co., Inc.,is a wholly owned 
subsidiary of Commerce Clearing House, Inc. 


premium on convertible bonds, and the like. 

Then, too, there is everything needed in handling the 
federal tax problems peculiar to taking deductions on 
worthless securities, war casualty losses and recoveries, 
and the dividends received credit for corporate holders 
of certain public utilities stocks. 

Not a statistical service, not a financial advisory serv- 
ice—these fill their own place in reporting financial 
events. SINCLAIR-MURRAY CAPITAL CHANGES RE- 
PORTS is concerned not with reporting financial events 
as such, but is exclusively concerned with reporting in- 
steod how certain financial events affect the tax picture 
of the security holder. 


When writing, also request copy 
Address Desk C-353 


Write for complete details 
of complimentary “Rapid Tax Finder.”’ 


COMMERCE, CLEARING, House, INC., 
PYUBLIGHERS or TOPICAL REPORTS 
1329 E Street. N. W. 


522 FirtH Ave. 
New York 36 WASHINGTON 4 


Law 


214 N. MICHIGAN Ave. 
CHICAGO 1 











The Navy Stock Fund as a Business 


Cdr. R. R. Campbell, SC, USN 


USINESSMEN are generally aware that 
B military “logistics functions are big 
business in themselves; however it 1s less 
generally known that the Navy uses som¢ 
important commercial concepts in distrib 
uting supplics to mect the common ma 
terial needs of its operating forces. A cen 
tral feature in the Navy system is th 
equivalent of a government-owned corpo 
ration, called the Navy Stock Fund. This 
concern purchases items in common d¢ 
forces throughout — the 
items through 


mand by naval 
world, distributes 
wholesale and retail levels, and collects 
for the ultimate sale to Navy customers 
The Navy also employs organizational 
arrangements resembling those of private 
distributing enterprises. Offices known as 
Supply Demand Control Points are cen 
tral business management headquarters for 
particular commodity areas of naval ma 
terial. The management in each one of the 
Supply Demand Control Points specializes 
in related commodity lines which in com 
mercial practice would be the basis of a 


these 


complete business organization. For ex 
ample, the Navy's Fuel and Lubricants 
comes under a particular Supply Demand 
Control Point established for its manage 
ment. Subsistence, including all food prod 
ucts, is the basis for another. Vehicular 
Equipment Repair Parts ts a third. Gen 
eral Stores Material, which is the Navy's 


Sears Roebuck” operation, is a fourth; 


Clothing, Electronics Material, Medical 
and Dental Material, etc., have spec ialized 
administration in the same way. 

There are 13 of these offices from Cali 
fornia to New York handling 1,300,000 
items of supply that range from machine 
gun repair parts to frozen beef. The man 
agement of each Supply Demand Control 
Point controls procurement and distribu 
tion of its commodities on a Navy-wide 
The 
concerns are physically removed from 
Washington in order that they may be lo 
cated in the appropriate industrial areas, 
and also for decentralization in case of an 
attack on the United States. 

As the cash of the Navy Stock Fund is 
expended, pursuant to contracts made by 
the Supply Demand Control Points with 
commercial manufacturefs and vendors, 
the material delivered is taken up into the 
Navy's inventory account at the particular 
stock location to which the Supply De- 
mand Control Point has directed the sup- 
plier to send it. This material is accounted 
for via a standard system of accounts for 
all naval activities, regardless of their lo- 
cation and purpose. 

The officer who operates the supply de- 
partment at cach naval activity is account- 
able for the material which he receives, 
and he is charged for it by the Disbursing 
Officer who pays the supplier's invoice on 
behalf of the Navy. The Supply Officer 


basis 


CDR. R. R. CAMPBELL is a graduate of the University of 
California and the Harvard Business School. He entered 
the Navy Supply Corps in 1941 and served at sea in the 
Pacific during World War II. During the past three and one 
half years he has been manager of the Navy Stock Fund 
in the Navy Department and has been active in promoting 
the development of business methods in the Department of 
Defense. His observations on the widespread activities 
entailed in Navy inventory and distribution give a new 
slant on the familiar commercial merchandising concepts. 
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home offices of most of these 


must show that he has taken up in his in- 
ventory records the value of all material 
which has been bought and shipped for his 
account, the portion in transit at any one 
time being held centrally in a suspense ac- 
count. Any one naval activity may hold 
material in a number of different commod- 
ity arcas, but the Supply Officer is account- 
able for all the material which is held in 
inventory at his station or aboard his ves 
sel. The financial transactions in material 
are accumulated for each commodity area 
in order that operating statements for each 
can be built up on a quarterly schedule. 

In addition to financial accounting, 
showing fidelity for the dollar value of ma- 
terial to which he has been entrusted, the 
Supply Officer at each major field whole- 
sale supply point renders periodic reports 
to the respective Supply Demand Control 
Points on the inventory status of each of 
the individual items which he holds. This 
report shows the on hand balances, the 
quantities issued in the specified period, 
the quantities that are on order according 
to his records, and the amount of his back 
orders. It is through this report of stock 
status that the central commodity manage- 
ment is enabled to compute the Navy-wide 
position for each particular item, as a basis 
for replenishing Navy stocks as a whole 
by contracting with industry. 


ALLOTMENTS 


In order for the naval customers of the 
Navy Supply System to have the credit 
with which purchases may be made from 
Navy distributed inventories, it is neces- 
sary that a part of the appropriations 
granted by Congress for the various func 
tions which the Navy performs be allotted 
to field Commanding Officers for the per- 
formance of the missions of their indi- 
vidual stations or ships. For example, each 
Commanding Officer of a ship of the Navy 
obtains from the Bureau of Ships, on a 
quarterly basis, an allotment of money for 
the purpose of operating his ship. The 
standard quarterly allowance for a heavy 





cruiser 1s $20,000, and for a destroyer is 
$4,500. With this credit he is able to ob- 
tain his material needs from the various 
supply activities which provide him with 
material 

In many cases, directly 
from commercial inventories is made when 
available. The Command 
ing Officer is in a position of buying what 
he needs when he needs it. The Command- 
ing Ofhicer 
man to whom the dollar sign is a contin 


pro urcment 


such sources are 


himself becomes a_ business 


uing important symbol. The prices charged 


A\S\ 


FUserqpel 


4 
’ 


Loading prepacked small parts bin storage aboord 
a fleet issue ship in preparation for a 
voyage to supply fleet vessels 


for material which he must use determine 
the quantities he can afford to buy with the 
allotment provided. Wise and prudent use 
of his allotment in buying only those 
things which he must have makes possible 
a more effective level of maintenance and 
operation than he could obtain if his funds 
were not used wisely. 


ADVANTAGES OF CONSOLIDATION 


The basic value of the Navy Stock Fund 
in Navy supply operations comes from the 
consolidation within the Navy that it af 
fords for procurement, stock control, ware 
housing, distribution, transportation, a¢ 
counting, cataloging, and other related 
supply functions. By financing all of the 
Navy's inventory of any single item with 
the stock fund, supply officers avoid the 
complexities of paying suppliers from the 
many appropriations provided to defray 
the cost of consuming the material, and 
avoid the maintenance of duplicate inven 
tories to support various types of Navy 
users. The annual appropriations granied 
by Congress for operation and maint 
nance of the Navy are not charged until 
the material is issued for use. 

For illustration of the advantages thiat 
are offered by the system, let us look at a 
purchase of a particular item of stock un 


der the Navy Stock Fund. This will be the 
entire Navy demand for this item on in 
riod in which 
calculation 
ment is based on the Navy's 
and all holding 


are on hand ind On Ort ler 


dustry for the particular | 
the procurement 1s made. The 
of the 
total needs for the 
of the item that 

| 


are taken into account when the decisior 


re quil 
item, 


is made on how much more to buy 
A single ettort 1s 
ind the accounting work is d 


procurement 
Ione On ror 
the payment and receipt of the material by 
the Navy. At the timc the users withdraw 
their required quantities for theit 
whether the withdrawal takes plac 

pan, North Africa or Olathe, Kansas 
reimburse the Navy Stock 
simple intra-Navy appropriation 
and Stock Fund credit. The material is then 
considered paid for, for their individual 


Fund by 


charge 


uses 


paid for at 


item were | 


If a common us¢ 
the time of purchase under the many dif 


ferent appropriations which might use it, 


Underway replenishment at sea. A fleet issue 
ship is “delivering the goods” to 
an important “‘customer’’ 
and put into separate stocks for the several 
appropriations, the work associated with 
the supply task would be very markedly in 
cre ased. 

If this item were seasonally produced 
food items are 


as many of the the buys 


would be made when the market was fa 


vorable. The operating forces would re 
ceive the price benefit of scasonal buying 


but would expend Congressionally ap 


proved appropriations only as the material 


Was consumed 

The use of the Navy Stock Fund dates 
back to an act of 1893. However in 1949 
imendments to the National Security Act 
established a new legal basis for the Navy 


fund, and provided authority for Stock 
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Funds in the Army and the Air Force. Un- 
der the leadership of Assistant Secretary 
ot Detense W ] McNeil, 
ommodity military 
been brought un 


SOTTI« ot the 
areas in supply in 
departments have 
der the Sallie typ 


ind desi ribed for the 


thosc 
of financing as « mploy« d 


Navy 


DIRECT CHARGES 


It has not been teasible in any of the 


military departments to bring all com 
modity groupings under stock fund finan 
ing, prumarily because of the obsolescence 
rate and the military basis of demand in 
technical materials 


in the Navy 


and other explosives, aviation equipment 
} jury 


For example, inmunition 
and repair parts, and ships repair parts and 
equipment are direct 
charge to annual operating appropriations, 
although the physical distribution of such 


| urchase d with 


commodities ts similar to the methods used 
for material financed by the stock fund 
Issues of material purchased directly with 
annual appropriations are accompanied 
only by cost accounting charges, and not by 
simultaneous costs accounting and appro 
priation charges as is the case with the 
Stock Fund items 

During the fiscal year 1952, Navy Stock 


Fund supplied 37@ of the total consump 


Delivering supplies, in this case, ammunition, 
from a fleet issue ship to a combat 
ant ship while at anchor 


tion of naval material, in the amount of 
$1,.063,898.895. Rates of stock 
in the various commodity areas were com 
ifter 


turnover 


parable to commercial experience 
suitable allowance is made for the fact that 
the inventory accounts include both whol 
sale and retail stocks, and after elimina 
tion from consideration of military mobi 
which have 


lization reserves no commer 


cial counte rt} irt 
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Recommendations Issued 


ECOMMENDATIONS for Organizing a 
R streamlined Executive Office of the 
President of the United States, limited to 
and concentrating on the basic functions 
of programming, coordination, andr 
view, are made in a report released r 
cently by H. Christian Sonne, Chairman, 
Board of ‘Trustees, National Planning As 
sociation. The report, “Stating the Presi 
dency,’ was prepared for NPA by Bradley 
ID. Nash, former consultant to the Na 
tional Security Resources Board and other 
governmental agencies. It is accompanied 
by a statement signed by 18 menibers of a 
Special Policy Committee set up by the 
private, nonpolitical Association several 
months ago to review the findings of Mtr 
Nash and to make its own recommenda 
tions for 
arm for the President. 

The key to the plan put forward by th 
Special Policy Committee and Mr. Nash, 
according to Mr. Sonne, “is the replace 
ment of an unwieldy and rigid collection 
of staff aids and operating bureaus, cr 
ated either by Executive order or by Con 
gress, by a very few, well-coordinated 
units whose sole function is to help the 
President carry out his heavy administra 
uve responsibilities for developing pro 
grams, coordinating them, and analyzing 
the progress made in carrying them out 
This would enable the President to devot« 


a well-organized management 


considerably more time to all the heavy 
responsibilitics of his office—including 
those of arriving at decisions on both do 
mestic and international emergencies, and 
acting as Chief of State, political leader 
of his country and his party, and Com 
mander-in-Chief of the Armed Forces. 

President Eisenhower has already indi 
cated his interest in greater coordination 
by appointing an Assistant to the Presi 
dent charged with this specific function 
He has further demonstrated his own con 
cern for improved organization through 
out the Executive Branch by appointment 
of a committee to review various invest! 
gations in this field. We hope that the rc 
port on “Staffing the Presidency” will be 
of value to him and his associates in work 
ing out plans for the machinery necessary 
to enable the Executive Branch of our 
Government to achieve the nation’s eco 
nomic, social, and political goals.”’ 

The Committee, like Mr. Nash, stresses 
that the personality, work habits, and pre 
dilections of any President and his princi 
pal associates will vary greatly. It is im 
portant, therefore, that any proposal for 
the organization of the Executive Offic 


must be flexible and adjustable to meet his 
particular requirements, as well as those 
of the nation and the times in which the 
President serves. Even so, the Committee 
and author believe there are basic operat- 
ing principles of administration — that 
should not be ignored. These principles 
are sct forth in general terms by the Com 
mittee, and in more detail by Mr. Nash. 
Mr. Nash proposes specifically three 
closely related units with relatively small 
staffs which would absorb some of the 
present parts of the Executive Office. 


1. An Office of Policy and Program 
Development. This office would absorb 
the duties and personnel of the Council of 
Economic Advisers, the National Security 
Resources Board, and the Legislative Ref- 
erence Division of the Bureau of the 
Budget. It would be responsible for help 
ing the President to advise Congress and 
the nation of the ‘state of the Union,” its 
economic health, and measures required 
to improve its security and welfare, The 
office should utilize as much as possible 
the resources in the other agencies of Gov 
ernment and competent authorities in ph 
vate life in developing policies anc pro- 
grams. 

2. An Office of Coordination. This of- 
fice should reconcile the operations and 
programs of the executive departments 
and agencies in an advisory and supple 
mentary manner, always reflecting its posi- 
tion as a staff aid and with no authority to 
interfere with the direction of the operat 


ing offices of the Executive Branch. It 
would absorb the Administrative Assist 
ants and other present management as 
sistants of the President, now located in 
the White House, since their activities arc 
of more of a managerial nature than a per 
sonal nature. The office would supply a 
central source for organizational and per- 
Cabinet and to Cabi 
and 


BUSINESS AND PUBLIC POLICY 


The ballot box has recently served as a reminder that we 
now have the opportunity to develop, through research and 
discussion with opinion-forming groups, recommendations 
for business and public policy—all of which will contribute 
to the maintenance of increased productivity, high employ- 
sonnel aid to the 


ment, and expanding confidence in free enterprise as the key- 

net committees and subcommittees, 
should have the effect of eliminating du- 
plications of committee work, focussing 


committce activities 


stone of economic stability. Following 20 years in the dog 
house, our performance as businessmen will be given a severc 
test. And, free enterprise will not remain sold on these 
all of which lic 


: attention on current 
grounds unless substance, fact, and proof for the information of the President, and 


are relicd upon to keep it sold. 


uvev, He Vu ake held 


tending to encourage a less partial and a 
broader viewpoint among the committees. 

3. An Office of Budget and Review. 
This office would absorb and expand the 
Bureau of the Budget for purposes of 
and 


within the controller's kit 


HENRY C, PERRY, Secrefary-Trea 
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budget estimates, and tor their final pres 
entation. It would make pe riodic progress 
review of programs, and would continu 
ously review Government administration 
ind recommend improvements throughout 
the Executive Branch. It would have the 
function of helping the President dis 
harge his accountability to Congress tos 
the execution of its programs by the Ex 
ecutive Branch. 

Other recommendations made by Mr 
Nash are for a White House Office Staff 
devoted primarily to the personal and po 
litical activities required by the President 
for removal from the Executive Office of 
the Office of Defense Mobilization, Mu 
tual Security Agency, and Psychological 
Strategy Board; and for provision of a 
single administrator of the Civil Service 
Commission who would have direct access 
to the President and other improved per 
sonnel policies within the Government 
He particularly emphasizes the oppor 
tunity fer enhancing the stature of the 
Cabinet by use of specialized Cabinet 
ommittees, served and mechanically co 
ordinated by units of the new Manage 
ment Staff. 

The Committee not only calls for the 
organization of the President's Executive 
Office into a few simplified units, but 
urges a reduction of the number of units 
and individuals reporting directly to the 
President. It emphasizes the necessity for 
assigning to the executive departments 
and agencies all governmental activities 
except these basic managerial functions, 
and suggests augmented use of the Cabi 
net as a vehicle for coordination and the 
development of the requisite number of 
top-level interdepartmental committees, 
all served by a permanent staff in the Ex 
ecutive Office. The Committee warns 
against operational activitics in the Execu 
tive Office and underlines the importanc< 
of the coordination of units within the Of 
fice itself. Finally, it proposes the provi 
sion of leadership in the Executive Office 
for the maintenance of a competent, loyal, 
ind enterprising body of personnel for th 
Government as a whole, particularly at the 
political, executive, and managerial level 

Sumner T. Pike, former member of th 
Atomic Energy Commission and of the S¢ 
and Exchang: 
Chairman of the Special Committee. The 
Committee's Vice Chairmen, H. Struve 
Hensel and Oswald Knauth, were respon 
sible, respectively, for drafting the Com 
mittee statement and for making a special 
study of comparative business manage 
ment procedures which might have som¢ 
application to management problems in 
government. All of the members of th 
Committee have long and varicd experi 
ence in business and government or in thi 
study of public administration, and several 
of them participated actively in earlier im 
portant studies of the organization of th 
Executive Branch as a whole. In line with 
NPA’s customary practice, members who 


urities Commission, 1s 
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signed the Committee Statement had the of the Bureau of the Budget, the present 
opportunity to insert signed footnotes to units of the Executive Office do not pet 
details of the Statement on which they  torm the functions described above (of 
wished to comment programming coordination ind review ) 

The Committee and Mr. Nash agree in a pointed, comprehensive, of coordi 
that since 1939 there have been positive nated way. In addition, too many men tr 
and, on the whole, progressive efforts to port directly to the President. Also, ther 


provide more adequate staff aid to the 
President they the 


Executive Office as now set up is not adc 


But even so, believe 


quately organized to help the President 
perform his basic functions in the admin 


istrative field The Committe« Says The cies 
weaknesses of the Executive Office of thi 
President are not attributable to a shortag STAFFING THE PRESIDENCY 


of men or appropriations for the Othice as 


i Whole. Yet. with perhaps the exception ber 1952. Price: $1.00 


NPA 
ning Pamphlet No. 80. 96 pp. Decem 


is lacking a clear understanding as to the 
type of activities which may be appropri 
ately performed in the Executive Ottice as 
distinct from the operating functions to be 
performed in the departments ind agen 


Plan 





Contract Reopenings Predicted: 
Is Your Company Prepared? 


Cessalion if Wave WIVOLS, HNION Le ade ri Sdy, ul ll be fol 
wed by a rash of contract renegotiations. Is your company 
guip pe d wit up (o-date information Nn aspects that may 
merge as vital issues at the bargaining table 
FACTS AND FIGURES FOR COLLECTIVE BARGAINING 


prepared for controllers by Controllership Foundation, In: 

will help you back up your chief negotiator in many ways. Based 
on actual methods employed by 41 companies, it tells how to 
ollect and use financial data for bargaining purposes; how to 
utilize graphs, charts and tables in labor negotiations; how to 
ompile and employ company data on direct and indirect wage 
ete 


osts, and how to counter incorrect Opinions about com 


pany finances, earnings and reserves 

Equally important for long-term results are the sections of 
this manual describing how to achieve effective liaison among 
management representatives and on estimating the etfects of 
} roposed provisions 


Before you bargain, check the 104 sé parate factors on which 


specifi data may be needed. This feature alone makes this re 


port imvaluabl. 


Order your copy today! Price $5.00. 
$3.50 to Controllers Institute members. 





CONTROLLERSHIP FOUNDATION, 
Research Arm of Controllers Institute 


ONE EAST FORTY-SECOND STREET, NEW YORK 17, N. Y 





INC. 












Quality Control: 


A New Tool for Cost Reduction 


Excerpts from an address by Leonard A 
Seder, chief quality control engineer, Gil 
lette Safety Razor Company, Boston, 
Mass., included in "New Tools for the 
Controller,” published by Controllers In- 
stitute, One East Forty second Street, New 
York 17, N. Y. 50 cents per copy. 


UALITY CONTROL 1s a coordinating 
Q agent in the drive to prevent the 
manufacture of a defective product. As 
such, it is methodology by which substan 
tial cost reductions may be realized. In any 
mature industry, this type of cost reduc 
tion 1s one of the few remaining ways in 
which any one company may get the com 
petitive advantage over its rivals 

All such costs as scrap, rework, inspe 
tion, customer complaint charges, origi 
nate from the same cause. They exist be 
cause defectives are produced. If a way can 
be found to prevent the manufacture of 
defectives, then all of these 
cut. Dr, Juran’s experience in a large num 


costs can be 


ber of industries leads him to the conclu 
sion that most companies will be found to 
have between $500 and $1,000 worth of 
‘avoidable” annual costs per productive 
worker -a million a year for a factory 
employing 1,000 workers. At least half of 
it is usually recoverable by a good quality 
control program. 


What costs would disappear if all the 
defects disappeared? A list might look 
something like this: 


1. Materials scrapped or junked because 
they failed to meet specifications. 
Labor and burden on all this junked 
material. 
Labor, materials and burden necessary 
to repair, rebuild or otherwise recondi- 
tion salvageable rejected product. 
Extra operations being done on all of 
the product in order to be sure to avoid 
certain types of defects. 
Burden necessary to maintain the extra 
production capacity nceded to make up 
for the defectives. 
Excess inspection costs necessary to sort 
out the defects and to re-inspect re- 
paired items 
Discount allowances on seconds. This 
is one of the ways many industries hide 
part of the avoidable costs 
Cost of servicing customer complaints. 
Cost of making good on warranties or 


guarantecs. 


Techniques for defect prevention fall 


into two broad classes-—those which are 
employed when the know-how for preven- 
tion is available, but is not being used, and 
those which are employed when the know- 
how for prevention is not available, and so 


must first be obtained. 


PLANNING PACIFIC COAST CONFERENCE OF CONTROLLERS 


Plans for the 1953 Pacific Coast Con 
ference of Controllers Institute, scheduled 
to be held in the Hotel Ambassador, Los 
Angeles, May 1-2, were being reviewed 
when the photographer arrived at a session 
of the Conference Executive Committee. 

The Conference is being sponsored by 
the Los Angeles Control of Controllers In 
stitute. The Conference General Chairman 
is Clarence F. Rees, treasurer and control 
ler, Griffith Company 

Seated above, left to right, are Theodore 
Rothman, chairman of the Reception 
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Committee ; Rudolph Ostengaard, chair- 
man of the Finance Committee ; Wilbur R. 
Andreson, chairman of the Arrangements 
Committee; Walter E. Smith, chairman of 
the Publicity Committee; Mr. Rees; Wil- 
lard D. Morgan, president of the Los 
Angeles Control; Elton G. George, chair- 
man of the Housing and Registration 
Committees; Ted G. Hawkins, general 
vice chairman; Stuart H. Durkee, chair- 
man of the Entertainment Committee ; and 
Raymond C. vonRosenberg, chairman of 
the Program Committee 
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When a machine or process is produc- 
ing parts that normally meet the specifica- 
tion requirements, and when the operators 
of these machines or processes fully un 
derstand the operation and adjustment of 
the process, then the know-how is avail- 
able and there is no reason why defectives 
should be made. But often they are made, 
because the operator is careless, or is on a 
poorly conceived incentive system, or be- 
cause the foreman insists on running the 
machine too fast, or because the material 
specification is changed without adequate 
investigation, etc. 

When this situation is rampant, then it 
is obvious that use is not being made of ex- 
isting know-how. Prevention of defects is 
then a human relations problem and must 
be obtained through careful use of the 
many ways of influencing human behavior. 
Some of these are: development of better 
working conditions, better supervision, 
better disciplinary methods, better incen- 
tives for quality, educational campaigns 
based on posters, slogans, contests, etc. All 
these seck, through indoctrination with 
“quality-mindedness,” to achieve that kind 
of working environment in which the pre 
ventive philosophy can be successfully nur 
tured, 

However, when the know-how for pre 
venting defectives is simply not available, 
then no amount of exhortation or incen- 
tive, however cleverly contrived, can bring 
about the desired quality improvement. 
Ultimate failure of the product to meet 
specifications may arise from many sources 
and, until new facts are collected and ana- 
lyzed, it is impossible to know how to pre- 
vent defectives. Such situations vary in 
complexity from simple machine opera- 
tions, where a few hours of fact-finding 
will suffice, to the more complicated proc- 
esses involving several operations that 
may require months of experimenting and 
fact-gathering before a control system can 
be achieved. 

The causes or roots of defects may be 
multitudinous, but they are not mysterious. 
Here are some of the typical situations in 
the industrial environment that lead to the 
manufacture of defects: 


Men 

The engineers who create an impossible 
design or impossible tolerances ; 

The planning men who provide inade- 
quate equipment ; 

The purchasing agent who selects an 
unqualified vendor or who fails to ac- 
quaint him with the quality requirements 
that do not appear on the blueprint ; 

The time-study man who sets the price 
too tight or who fails to allow for opera- 
tor-inspection when that is feasible ; 

The operator who does not have the 
necessary skill or is not conscientious, or is 
not properly trained ; and 

The inspector who is ditto. 














Materials 

The purchased material that is never in 
spected until it arrives at the assembly de 
partment and will not fit; 

The purchased material that is out of 
specification, but has to be accepted any 
way, because ‘we can't afford the delay’ 
of rejecting it; and 

The purchased material that is mad 
wrong, but could just as well have been 
made right if only the vendor had known 
what was really wanted. 


Methods 

The measuring or testing instrument 
that is not sensitive enough to reveal the 
location of the process within the toler 
ance; 

The inspection procedure that waits un 
til all the parts are made before deciding 
whether they are good or bad ; 

The gauging system that measures two 
unimportant dimensions to control a func 
tionally important dimension instead of 
measuring that dimension itself ; 

The method of specification that estab 
lishes tight tolerances to compensate for 
shop laxity (they are not really expected to 
be met, so nobody pays any attention to 
them) ; and 

The worn jigs and fixtures, the inaccu 
rate tools, the obsolete gauges that con 
tinue to be used because there are no 
others 


Machines 

The machine that does not have the ca 
pability to meet the tolerances ; 

The makeshift machine that was de 
signed for another use, but was adapted 
temporarily-two years ago; and 

The machine that was not fixed, becaus« 
it wouldn't increase production enough to 
pay for itself in six months 


Management 

The management policy that pays piece 
work rates for total production instead of 
good work only; 

The superintendent who berates his 
foremen for failing to meet the production 
quota, but who never even glances at their 
quality record; 

The foreman who talks about quality, 
but who howls when some inspector takes 
him seriously and shuts down a machine 
to help him get it; 

The boss who spends all his cnergies 
fighting inspection instead of fighting the 
defects and eliminating the need for in 
spection ; and 

The executive who bemoans the passing 
of ‘pride of workmanship” as a lost art in 
stead of searching out means to restore it 


These are the stuff defects are made of 
The specific cause of a particular defect 
will never be obvious until the fact-finding 
and analysis have been carried out 
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Count yourself lucky... 


Lucky, indeed, if you have one of 
these small but mighty machines to do 
any or all of the counting jobs that are 
vital to nearly every successful business. 

The Tickometer is mighty fast, wholly 
accurate, highly economical. It counts 
a wide range of paper forms — checks, 


coupons, tags, tickets, transfers, among 





= PITNEY-BOWES 


Tickometer 


Counting & Imprinting Machine 


offices in 93 cities in U.S. and Canada 


others — at speeds ranging up to 1000 
pieces a minute, at least 5 times faster 


With optional 


equipment, itcan also date, code, cancel, 


than hand counting. 


endorse or do other marking or imprint- 
ing. Shows whole or partial counts on 
visible registers. Easy for any one to run 
without special training. 

If there are any recurring counting 
tasks in any of your departments, let a 
PB Tickometer do them and eliminate 
slow, expensive hand-counting. 

No capital investment required. The 
Tickometerisrented  notsold. Serviced 
from 199 PB branch offices and other 
service points. For demonstration, or 
more information, call the Pitney- Bowes 
office nearest you, gr tear off and mail 
the coupon for free illustrated booklet 


Send the free Tickometer booklet to 


Firm 
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' 
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Break-even Points and Budgetary Control 


Excerpts from an address by C. Richard 
Dowd, supervisor management consulting 
laff, Ernst G& Ernst, Chicago, presented at 
an Industry Conference on paper products 
at the 21st Annual National Meeting of 
Controllers Institute of America, Detroit 


— EVEN POINTS are not static fig 
ures, but are ones which may change 
as particular economic conditions change 
Some of these conditions are as follows: 
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Changes in price levels 

Changes in productivity of plant 

Changes in labor rates 

Changes in the competitive pictur¢ 

Changes in type of products manufac 
tured 


A break-even point is useful in fore 
casting and in making business decisions. 
However, one of the poe things that 
management must do with break-even 
points is to attempt to reduce them, espe 
cially when business volume is falling. 
There are two general methods by which 
break-even points can be reduced: 


1. We can improve the profit margin by 
securing a better mixture of products 
sold so that the sales dollars received 
contain a greater profit above cost 
outlay incidental to their manufac 
ture and marketing. 

By reducing and controlling ex 
pe nses. 


Improvement in profit Margin can be 
obtained, but we must be in possession of 
the relative total cost of each item sold, in- 
cluding all commercial, as well as manu- 
facturing costs. With this data available, 
steps can be taken so that emphasis is 
placed on the sale of items containing the 
wider margins of net profit. 

A control of expenses may be called 
variable budget, planned budget, expense 
control, or standards, but we are merely 
talking about setting up a procedure which 
insists on having a definite quantity of 
supplies, service, or effort specified and 
agreed to as being a reasonable amount the 
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busine SS 1S entitled to rec eive tor a given 
amount of money. 

The reduction of expenses to lower the 
break-even point may be accomplished in 
one of the following manners: 


1. Methods Improvement. A study of 

clerical methods and the application 
of business machines to clerical rou 
tine, provides a wide field for ex- 
pense reduction. 
The use of statistical information 
properly accumulated and _ intelli- 
gently organized and presented, can 
serve as a most effective tool in im 
proving profits. 


Statistics as applied to the control of 
labor by measuring the value of the prod 
uct of labor are essential for standards to 
be established for much indirect labor 
effort. This field offers a very great oppor 
tunity for reduction in expense. In many 
manufacturing businesses today the in- 
direct labor equals or exceeds so-called 
direct labor. Statistics can be developed 
covering effective measurement of all non- 
productive labor. A typical example is a 
maintenance service department. Here 
standards can be established covering the 
various tasks of each of the classifications 
of workers which will reflect the measure- 
ment of services rendered. Thus, we can 
produce relatively simple bases for con- 
trolling various functions in the mainte- 
nance program. 

The break-even point in any business is 
not static; it must be based upon a given 
selling price level, a contemplated mixture 
of sales products, an anticipated cost level 
covering all variable and fixed cost, in- 
cluding the commercial and distribution 
costs, and the assumption that operating 
costs will be kept within planned limits. 

Break-even points can only be reduced 
by increasing the contribution of margin 
above variable cost and/or reducing fixed 
expenses. 


Microfilming Service 
Outlined in Booklet 


A seven-point service for placing re 
ords permanently on microfilm is outlined 
in a recently published booklet by the 
Business Services Department of Reming- 
ton Rand. This service provides an analy 
sis of records to determine which ones 
should be filmed. These records are then 
prepared for microfilming. The actual 
filming is done by experienced operators, 
and is certified for authenticity. Films are 
indexed by the Microdex system for easy 
record-finding. Rigid standards of de- 
veloping and inspection of film assuré 
highest quality. The final step indexes the 
Film-a-record cartons for filing efficiency. 

The booklet, with complete informa- 
tion on complete microfilming service, can 
be secured free of charge by writing for 
BSD-5, to Remington Rand Inc., 315 
Fourth Avenue, New York 10, N. Y. 
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T. Coleman Andrews 
Named Commissioner 
of Internal Revenue 


T. Coleman Andrews, newly appointed 
Commissioner of Internal Revenue, was 
president of the American Institute of Ac 
ountants, national professional society of 
ertified public accountants, 1950-1951 
He has also served as Auditor of Publi: 
Accountants of Virginia, as well as the 
Comptroller and Director of Finance of 
his home city, Richmond, Virginia. 

During World War II, he served with 
the Fiscal Director in the office of the Un 
der Secretary of War, in the Contract 
Renegotiation Division of the Navy D« 
partment, as chief accountant and trans 
portation director of the North African 
Economic Board, and as an officer on the 
General Staff of the Fourth Marine Air 
raft Wing in the Pacific. 

For his work in organizing and serving 
is first director of the Corporation Audits 
Division of the General Accounting Office, 
he was given the 1947 annual award of the 
American Institute of Accountants for out- 
standing service to the profession through 
service to the public. 

Mr. Andrews, when appointed, was 
head of the CPA firm of T. Coleman An 
drews and Company, and a member of 
Bowles, Andrews & Town, actuaries and 
pension fund consultants, Richmond, Vir 


r 
ginia, 


Foremen-Supervisor Training 
Programs Grow in Scope 


More than $60 million was spent dur- 
ing 1952 for the training of foremen and 
supervisors, according to Arthur C. Croft, 
president of the National Foremen’s In 
stitute. The expenditures were for train- 
ing programs, manuals, conferences, news 
letters and visual aids. 

This concentration on training of fore 
men by business management stems, ac- 
cording to Mr. Croft, from a ‘realization 
by management that the keys to good pro- 
duction and morale among employes are 
supervisors who know how to work with 
people . . . the modern foreman gets re- 
sults from leadership, not by barking or- 
ders.” 

According to a recent study of the 
causes of strikes during 1952, more than 
30 per cent were protests by employes 
igainst overbearing supervision. 

But the men in “middle management” 
realize the need for information on busi- 
ness conditions, since they ranked that 
need as second to human relations in the 
most-sought areas of information in a re- 
cent survey. As a result of this interest in 
economics, more than 1,000 companies 
are reported to have launched special pro- 
grams dealing with business subjects dur- 
ing the past year. 
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Taxol (> Male] ol oy-15 
to any controller 


All of a sudden a Monday afternoon meeting was moved 
VM coMutclaleloh Muilelsallile Maram Mme at Malele Me lela Mulelulmmelale| 
copies of reports had to be ready. Moreover, they were 
complicated reports with graphs in color—with occasional 





figures that had to appear in red. 


Sound like a problem? 

Not for this man. 

There's a new A. B. Dick spirit duplicator in his office. At 
a time like this he makes the copies himself... makes them 
easily without even removing his coat. He can duplicpte 
a hundred or more copies in less than five minutes. 


The new, low-cost A. B. Dick spirit duplicator is truly an 
“everybody can run it’ machine. Operating instructions are 
always in view. All controls are identified. Modern in de- 
sign this machine has the same '‘'built-to-last'’ construction 
you find in A. B. Dick mimeographs. For more information 
without obligation simply mail the coupon below. 


> A-B-DICK 


TH FIRST NAME IN DUPLICATING 






A. B. DICK COMPANY, Dept. C-353-M 
5700 Touhy Avenue, Chicago 31, Illinois 


Please send me complete information on the new A. B. Dick Spirit Duplicator 
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City State 





Dynamic Accounting to Serve Management 


(Continued from page 116) 


any weak-sister operations this 1s the way 
to start the ball rolling. Here's dynam 
accounting at its best. 


TAXcS 

With regard to taxes, I sce another op 
portunity for dynamic accounting to play 
serve manage 


an important role in the 
doubts the im 


policy. If anyone 
portance of the tax element 
decisions, he has only to read the current 
list of books published by the Harvard 
Business School,” an institution noted for 
its timeliness. There are no less than seven 
titles describing the effects of taxation on 
different parts of the business 


ment 
in business 


Effects of Taxation on Inventory Ac 


counting and Policies 


Effects of Taxation on Corporate Mer 
xeCrs. 


Effects of Taxation on Executives 


Effects of Taxation on Executive Com 
pensation and Retirement Plans 


Effects of Taxation on ¢ orporate Finan 


cial Policy 


Effects of Taxation on Depreciation Ad 
justments for Price Changes. 


Effect of Federal Taxes on Growing En 
lerprises. 


These titles themselves best suggest the 
areas of useful analysis and explanation. 
In addition, we might summarize for 
management any laws or specific require- 
ments in which they might be interested 


* See Paging the New Books, THe Conrrot 
LER, May and December 1952, and page 140 of 


this issue for reviews 


Can we better explain or present tax re 
ports that contain vital information? A 
review of our existing practices should 
give us an answer to this. 

In fact, there is practically no part of 
corporate activity which does not have its 
tax feature and we can best summarize our 
responsibility by saying that our job is to 
help management to understand the tax 
implications of all of its plans. 


BUDGETARY CONTROL 

In considering budgetary control as one 
area that lends itself to effective manage 
ment, these premises obtain: 


1. You must have a budgeting program 
that both permits and encourages fu 
ture planning. 

This budgeting system should tie in di 
rectly with your accounting system. 
Actual results should be compared with 
planned operations. 


To expand on the effective use of budg 
ets, both as a planning tool and as a key to 
control, certain factors are very important 
in budgetary control programs. 

First, let us consider budgeting respon 
sibility. We might think that, as budgets 
are an accountant’s tool, they must neces 
sarily be his responsibility. Our experience, 
however, tells us that this approach to 
budgeting has very definite limitations and 
problems. We find that budget programs 
that rely on the efforts of the men respon- 
sible for each segment of the business are 
much more acceptable and effective for 
management use. This philosophy is pos 
sibly best expressed by the following ex 
cerpt from a book recently issued by the 
Harvard Business School entitled “Man 
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agement Controls in Industrial Research 
Organizations’: 


“The effective NESS of a budget 15 not 
what it does, but the influence it bas on 
what men do. A definite responsi- 
bility is assigned to the proper individual 
and actual performance is measured 
against this responsibility.” 


As I see it, the controller can make a 
considerable contribution in this area by 
establishing as a guiding principle in the 
budget program, the delegation of respon 
sibility for budgets to those individuals re- 
sponsible for operating results. 

Another factor to consider in the budg 
ctary control program is the form and con- 
tent of our final budgets. I would ask my- 
self these questions: 


1. Does the period covered by our budget 

allow for maximum insight into our fu- 
ture plans, and does tt allow for the de 
Lree of accuracy needed for proper 
planning and control? 
Does the budget presentation permit 
easy understanding at all levels of man- 
agement? Have we adequately de- 
signed our forms to permit easy imter- 
pretation? 


Is there too much detail in our budget? 
If so, how much can we eliminate? 


These and many other questions will un- 
doubtedly come to mind when reviewing a 
specific budget presentation. One way that 
we might measure the effectiveness of a 
presentation would be to list all these 
questions in the form of a check list, and 
then objectively analyze the form and con 
tent of the presentation in light of the 
que stions. 

Another important factor in our budg- 
etary program is the question of time. In 
thinking of the value of the program to 
management, we should consider that: 


1. Budgets must be prepared as close to 
the period under consideration as is 
possible. 

The time necessary to do budgeting 
should be in proportion to the value re 
eC ived. 


Each of these factors points to the de 
sirability of reducing the time element to 
the extent possible. An objective analysis 
of budget requirements and the applica- 
tion of a methods study should give you 
the answer on this one. It might also be an 
interesting figure to find out how much 
management time and how much clerical 
time is devoted to budgeting. This could 
give you an insight as to whether the 
budget was a real planning device or 
whether it is primarily an accounting ex- 
crcise 

Here the accountants have a tool that ts 
made to order in its breadth for giving a 
real assist to the planning and control 
functions of management. We should 
make the fullest use of this opportunity. 





Production Workers’ 9% 
Pay Gains Outdistance 
Top Executives’ at 5% 


Compensation levels of top excculives 
on the average increased approximately 
five per cent in the 1951-52 fiscal year 
compared to the previous year, according 
to the third annual report released by the 
Executive Compensation Service of the 
American Management Association 

In contrast, gross average weekly carn 
ings of production workers in manufactur 
ing industries for the calendar year 1951 
were more than nine per cent above thet 
1950 level. This figure, taken from Bureau 
of Labor Statistics reports, does not in 
clude “fringe” benefits. The A.M.A. fig 
ure, on the other hand, is for total com 
pensation, including salarics, bonus pay 
ments, and contributions to retirement 
funds. 

This average increase in Compensation 
is not indicative of what happened In spe 
cific companies or industries, A.M.A. cau 
tioned, Compensation trends varied among 
companics and among industries becaus¢ 
of the direct relation between compensa 
tion of executives and the sales and profit 
performance of their companies 


Federal-State Taxes 
And Services Studied 


A revised summary edition of ‘Bring 
Government Back Home’ has been pub 
lished under the auspices of the Govern 
ment Economy and Taxation Committees 
of the National Association of Manufac 
turers. This program for the re-allocation 
of tax resources and service responsibilities 
between federal and state governments 
was prepared by Harley L. Lutz, tax con 
sultant to the NAM and professor emer: 
tus of Public Finance at Princeton Univer 
sity. 


Anti-Fraud Kit 
Offered to Banks 


An Anti-Fraud Kit to aid in the battl 
against bank frauds has been developed 
by the National Association of Bank Au 
ditors and Comptrollers and made avail 
able to banks at $2.00 per copy 

Four auditing publications are included 
in the Anti-Fraud Kit: “ Audit Program for 
the Smaller Bank,” “Audit Schedule Con 
trol Book,” “Audit Aids for Small and 
Moderate Sized Banks” and “Audit Sched 
ule for Smaller Savings Banks. 

The NABAC has intensified its efforts 
in the field because defalcations in insured 
banks increased from 270 in 1946 to 608 
in 1951 and for the first three quarters of 
1952 showed an increase of 5.336% over 
the same pe riod in 1951. 

The NABAC’s Anti-Fraud Kit 1s avail 
able from its headquarters, Suite 762, 38 
South Dearborn Street, Chicago, Hlinois 


THE CONTROLLER * MARCH, 1953 














FOR SOUND INSURANCE 
PROTECTION 


of your interests in 
foreign lands 


AFIA protection, through its member companies 
is based upon professional observation and skilled 
interpretation of foreign laws and conditions. 


eFIRE 
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Your agent or broker will be glad to get from AFIA 
full information on any specific risk. 





AMERICAN FOREIGN 
INSURANCE ASSOCIATION 


1G! Willlam Street « New York 38. New York 


CHICAGO OFFICE: Insurance Exchange Building, 175 West Jackson Bivd., Chicago 4, Illinois 
SAN FRANCISCO OFFICE: 98 Post Street, San Francisco 4, California 
WASHINGTON OFFICE: Woodward Building, 733 15th Street, N. W., Washington 5, D. C. 
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Industrial Applications of Nuclear Energy 


/ xcerpl from an addre by Jame u 
Parker, consultant and formes president 
Detrou Edison ¢ ompany, Detroit pre 
21st Annual National Meet 
Institute of America 


ented al the 
ing of Controller 


HE ATOMIC ENERGY COMMISSION carly 
| enti its policy of encouraging 
the greatest possible participation by 
private industry in the development and 
use of the newly avatlable source of en 
ergy. To give effect to this policy, the 
Commission in 195] 
tracts with four industrial groups for 
the active study of the various means by 
may be produced from 
itomic fission, with the expectation that 
some of the already conceived methods 
might be de velope d to the point of justi 
fying economically the investment of 
the additional amounts of money needed 
to effect the commercial generation of 
electricity 


entered into con 


whi h ] Owcr! 


Each of the four contracting groups 
has made its preliminary report and 
recommended the course it believes fur- 
ther study should follow. All have ap- 
proached the economics of the problem 
from the viewpoint that if the 
mental investment in powcr facilities is 
justified, the project must 
pete successfully with conventional types 
of thermal generating plants 

On the assumption that production of 
electricity will be through employment 
of the energy released by atomic fission 
in the form of heat, it is recognized that 


incre 


to be com 


the generation of heat by this means is 
no more than a substitute for the 
ent methods of generating steam in 
boilers fired by conventional fuel-burn 
ing furnaces. 

The conversion of nuclear energy di 
rectly into electricity in any significant 
amounts, seems now impracticable even 
in the minds of the most imaginative of 


pres 


R. S. DURKEE HONORED AT LOS ANGELES MEETING 


Rodney S. Durkee 
presented a special plaque in recognition 


(above right) was 
of his services to Controllers Institute of 
America at the January 15 mecting of the 
Los Angeles Control of the Institute at the 
Chapman Park Hotel 

Mr. Durkee ts president ot Lane-Wells 
Company, Los Angeles, and holder of 
membership certificate #26 of the Institute 
by virtue of clection in 1931. He served as 
national president of Controllers Institute 
of America for the 19435-19436 term, at 
which time he held the tith 
of Socony-Vacuum Oil Company, In 
New York. In addition to recognition for 


his term as national president, the plaqu 


of controll Il 
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presented to Mr. Durkee also listed his 
from 1932-1936 as a national di 
rector, and 1934-1935 as national vice 
president. From 1941-1942, Mr. Durkee 
was chairman of the National Committee 
on Ethics and Professional Standing of 


scrvic¢ 


the Institute 

Presenting the plaque (left above) is 
Dudley E. Browne, comptroller, Lockheed 
Aircraft Corporation, Burbank, Califor 
nia, and regional vice president of Con 
Institute, and (center) Willard 
1D. Morgan, vice president and treasurer, 
Ihe Garrett Corporation, Los Angeles, 
who ts president of the Los Angeles Con- 
trol 
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scientists. Only the boiler plants of our 
generating, transmission and distribu- 
tion systems will be displaced, therefore, 
if one proceeds on this assumption. 
Thus a quite definite theoretical limit is 
imposed, not exceeding investment of 
$227 per kilowatt of capacity in the in- 
crement of atomic plant devoted to 
power generation. Even this limiting 
figure is predicated on a purely theoreti- 
cal assumption, namely, that the cost of 
fuel and of labor to operate and main- 
tain the atomic boiler plant would be 
zero. 

How long it will be before a pilot 
plant will be built is a matter of almost 
pure speculation. It must be capable of 
mecting the severe requirements im- 
posed by considerations of public health, 
and at the same time have the promise 
of competing successfully with other 
sources Of stored energy, with common 
fuels such as coal, oil and gas. 

In a recent paper before the Harvard 
Business School Club of New York, Dr. 
John J. Grebe and Alden W. Hanson, 
both of The Dow Chemical Company, 
ventured the opinion that it may take 
four years to accomplish a first proto- 
type of a practicable power producer 
The second and third steps toward eco 
nomic practicability might involve an 
additional eight to ten years. This opin- 
ion coincides roughly with earlier pro- 
nouncements of the Atomic Energy 
Commission itself. 

In the meantime, the question is still 
not clear whether or not an atomic en- 
ergy plant producing electricity com- 
mercially will produce it as a by-product 
of a process whose principal product has 
a military value. If that is to be the case, 
the whole enterprise must for some time 
in the future be considered to depend 
upon a “plutonium economy,” one in 
which the market price of that commod- 
ity will determine the economic possi- 
bility of an investment in such a multi- 
ple purpose project. 

It is too early to predict closely the 
outcome of the present effort of Ameri- 
can industry to take an active part in the 
development of atomic power for civil- 
ian use. That it is in the public interest 
that the effort be made, however, seems 
certain. 


Women as Workers 


A bibliography of bulletins and pam 
phlets about the role of women in industry 
and related matters was featured in the 
November 1952 issue of Loss Control 
published by the American Mutual Lia- 
bility Insurance Company, Boston, Mass. 
The bibliography lists various bulletins of 
the women's bureau of the U. S. Depart- 
ment of Labor as well as the National 
Safety Council, the American Standards 
Association and the various private organt- 
zations and publishers 
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Automatic Controls Will Influence Economy 











The advent of automatic control devices ital invested, the experts writing on vari 







in industrial processes will alter funda ous phases of the subject conclude. 
. mentally many of the economic factors Consensus of the industrial engineers 
now operative in our national economy, and economists is that automatic controls 






according to a survey of the latest advances will not result in widespread technologi 
in instrumentation published in a recent cal unemployment. Although admitting 






















issue of Scventific American. the possibility of some unemployment, 
Major effects of instrumentation tech- Wasily Leontief, Harvard University eco 
niques now being considered by many seg- nomics professor, notes that ‘the amount 


How to SAVE TIME 
in Washington: 


Already famous for its matchless serv 
ice and fine cuisine, the Carlton is 
widely acclaimed among business and 
professional men for its ideal location 
When you stay at the Carlton, your 
Washington headquarters is mere min 
utes from government agencies and 
the White House, and within easy 
walking distance of the financial dis 
trict and the better shops and theatres 
SAVE TIME stay at 


ments of industry will be felt on labor pro- of capital needed for each unit of output 
ductivity, the size and composition of the has actually been reduced in recent years 
labor force, the ratio of capital invested to and the installation of automatic machin 
unit output, and the rate of return on cap ery will further reduce it 























TAX-EXEMPT BREAK-POINTS 


The point where the income from tax-exempt securities 
may become a profitable investment to taxpayers in various 

















income groups is revealed in tables prepared by Commerc« 
Clearing House. Although corporate securities generally pay 
higher interest rates than tax-free municipal and state obli 
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gations, income from the former is automatically reduced by 
payment of federal income taxes. It is also recognized that 











many considerations other than taxation may dictate a choice 






of one investment rather than another. 
These tables, appearing in CCH’s Standard Federal Tax 






Reports, show, for instance: 






An investor with surtax net income (roughly, the taxable 






income left after deductions and exemptions are taken) of 






$14,000 must get 5.32% return on his taxable investments 






to equal the net yield on 21/4 % tax exempt securities. 






Other break-even points of investment return are shown, 






listing surtax net income, interest rates on tax exempt secu 


rities and the return nearest to 5% needed on taxable invest 

ment to equal the income on tax-exempt bonds 

Surtaz net Tazr-exempt Return needed 
income int. rate to equal 
$16,000 24% 5.11% 



















20,000 2 5.26 
22,000 134 5.15 | 
38,000 1% 5.36 TYPING. MAILING 
44,000 1M 5.00 






and FILING ey STS 





One of the tables lists the yield on taxable securities 
needed to break even on a similar investment in 20% tax 






Specify one of 





exempt bonds: 


Surtaxr net Return needed Surtax net Return needed 
income to equal 2 nn me to ¢ l 


2,000 2.57% 26-32,000 6.06% 




























2-4,000 2.65 32-38,000 6.25 r - 
4-6,000 2.82 38-44,000 7.14 TLTHIN PAPE 
6-8,000 3.03 44-50,000 8.00 
8-10,000 3.22 50-60,000 8.69 
10-12,000 3.45 60.70,000 10.00 Ideal for Air Mail, she atedal 
12-14,000 3.85 70-80,000 11.76 
14-16,000 4.25 80-90,000 13.33 " Office and Foreign 
16-18,000 4.54 90-100,000 16.67 ' 
18-20,000 4.88 100-150,000 20.00 correspondence. 
20-22,000 5.26 150-200,G600 22.22 
22-26,000 5.88 200,000 up 25.00 
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EFFECTS OF TAXATION ON CORPORATE 
FINANCIAL POLICY# 
By Dan Throop Smith 


Reviewed by FREDERICK L. PATTON 
Treasurer 

The Cambridge Rubber Company 
Cambridge, Mass. 


The author, professor of Finance and 
director of the Tax Research Program at 
the Harvard University Graduate School 
of Business Administration, has divided 
this study into two gencral corporate enti 
tics, namely, (1) widely owned corpora 
tions, and (2) closely controlled corpora 
tions. The effects of taxation on financing 
are vastly different in each case and are 
separately treated in the book. 

In speaking of widely owned corpora 
tions, methods of financing are reviewed 
in more detail than the resultant tax cons« 
quences, while taxes are given the primary 
place when referring to close ly held cor 


porations. The latter companies have not 
only the problems of financing their opera- 
tions, but also the problem of the owners 
withdrawing cither a part or all of their 
investment due to personal tax and other 
problems. 

Markct values of listed stocks, generally 
speaking, do not increase in the same ratio 
as retained carnings, with the result that 
any new issue of common stock involves 
dilution of equity in the asset value of the 
old stockholders. Many managements feel 
it is not desirable to reduce the real valuc 
of its common stock by issuing more stoc k 
The direct opposite attitude is that of the 
American Telephone and Telegraph Com 
pany, which adheres to a constant divi 
dend policy to give its many small stock 
holders regular income. 

New moncy can be 


obtained — either 


Good heavens, Ed, can’t you just build Junior a snowman 
and forget about the state of things for a minute?” 
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through debt or equity financing, with en- 
tirely different tax effects. The interest 
charge on debt financing is an allowable 
deduction for tax purposes, thus this new 
cost need only be offset by gross earnings 
to break even when using this method. 
While the interest cost may be neutralized 
by taxes, there must be sufficient carnings 
to meet the annual repayment provisions 
which are always present in such financing. 

The cost of preferred stock financing 1s 
higher than debt financing. Preferred divt- 
dends are not a tax deduction, which 
makes it necessary to increase the earnings 
before taxes on the proceeds of the new is- 
sue sufficient to (1) pay the corporation 
tax on the additional income earned as 
well as (2) the dividend. Present high cor- 
porate taxes on income make preferred 
stock and common financing expensive as 
compared with debt financing. 

Closed corporations offer tax advantages 
not available to widely held companies. 
Large debt obligations of new corporations 
secure the benefit of the deduction for in- 
terest (to the extent that earnings can be 
withdrawn as interest), thus avoiding the 
double taxation if the same amounts were 
distributed as dividends. Also, retained 
earnings can be used to pay off the original 
debt, thereby withdrawing part of the in- 
vestment with no tax expense. 

As the company grows and needs new 
money it has more and more become the 
practice to obtain additional funds from 
large insurance companies and _ institu- 
tional investors, thereby retaining control 
of the corporation. 

The time will come when the stockhold- 
ers may want to make a change in their 
holdings for (1) need for cash for estate 
tax purposes, (2) diversification of invest- 
ments, or (3) pass on stock to their chil 
dren. 

The applicable parts of the income tax 
law are explained covering (1) dividends 
in kind and stock dividends, (2) tax-free 
recapitalizations, and (3) partial liquida 
tions, together with the business purpose 
doctrine. But most important is the ad 
visability of obtaining in advance a closing 
agreement with the Treasury before going 
ahead with any recapitalization or reor- 
ganization. Such an agreement usually con 
tains contingent restrictions concerning 
any subsequent sale or redemption of new 
securities. 

While the conclusions are related to the 
period from 1947 to mid-1950 in the 
United States, with some references and 
examples directed to excess profits taxation 
as it developed in the first half of 1951, 
the presentation stimulates thinking and 
can be read with profit by one contemplat- 
ing financing. Especially enlightening 1s 
the discourse on the problems confronting 
the stockholder of a closed corporation. 


* Published by Division of Research, Gradu 
School of Bustness Administration, Harvard 
Boston, Mass. $3.75 
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DICTIONARIES: THREE WORTHY ONES 


EXECUTIVES’ TAX GUIDE 
AND TAX DICTIONARY* 


By Ernest Levit, Jr. 


The author, a tax attorney with Rock- 
well Manufacturing Company, of Pitts- 
burgh, presents in this volume over 100 
faX-Saving opportunities for corporations 
in a manner that enables executives who 
are not tax experts to consider their appli- 
cability to their corporations’ operations. 
The volume is aimed at placing executives 
in a better position to work intelligently 
with their tax advisors. In brief: 

Thirty-cight paragraphs (40 pages) are 
allocated to the presidents and vice presi 
dents for management planning. 

Thirty-nine paragraphs (36 pages) are 
for the tax executive, covering principally 
normal tax, surtax and excess profits tax. 

Twenty-four paragraphs (34 pages) ex- 
plain relief provisions of the excess profits 
tax. 

The second portion, The Tax Diction 
ary, is the first dictionary of federal tax 
language ever published, according to the 
announcement. All in all, this combination 
volume, being both a guide and a diction 
ary, with its indexes and references to the 
Tax Code, Regulations and Cases, is a 
handy research tool. 


* Published by Allegheny Publishing Com 


pany, 355 Fifth Avenue, Pittsburgh, Pa. $10.00 


A DICTIONARY FOR 
ACCOUNTANTS* 


By Eric L. Kohler 


In this newly published volume, the au 
thor has brought together nearly 2300 
terms drawn from accounting and related 
fields, most of them being defined with 
comprehensive discussions of the varying 
shades of meaning appearing in different 
contexts. 

The book includes not only terms cover 
ing accounting concepts and applications 
but also those used in common with other 
fields, such as law, economics, administra 
tion, etc., as well as terms belonging pri 
marily to other ficlds and often used by 
accountants. 

The author, Mr. Kohler, ts a well 
known figure in the field of accounting, 
having twice served as president of the 
American Accounting Association, as well 
as editor of the Accounting Review for 15 
years, and as chairman of the Committec 
on Terminology for the American Insti 
tute of Accountants, 1935-6. He 
the author of books on accounting and au- 


is also 


diting and served as professor of Account 
ing for several years at Northwestern Uni 
versity. For two periods, 1938-41 and 
1948-9, Mr. Kohler held the position of 
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controller, respectively, of TVA and ECA 
He is now a practicing accountant in Chi 
cago. 

A Dictionary 
phabetized and cross-referenced. Because 


for Accountants” ts al 


it is expressed in non-technical language 
wherever possible, it should be a valuable 
addition to any group of deskside vol 


umes. 
Published by Prentice-Hall, Inc 70 Ferft/ 
Avenue, New York, N. Y. $7.50 


ENCYCLOPEDIC 
DICTIONARY OF BUSINESS* 


“The Encyclopedic Dictionary of Busi 
ness’ is a complete reference work which 
explains in detail thousands of terms used 
in all phases of business activity. Prepare d 
as a basic aid for the working executive, it 
gives the answers to questions which arise 
many times in all kinds of business trans 
actions and operations and includes defini 
tions of terms in every administrative field 
More than 3,000 definitions and explana 
tions are arranged alphabetically and many 
are accompanied by illustrations and ex 
amples which help to solve practical busi 
ness problems. The book is also designed 
to assist those not involved in business af 
fairs to understand the legal terminology 
which is so often confusing to the layman 

The dictionary contains complete in 
formation on company finances, credit and 
collection programs, advertising, and sales 
Additional 


business insurance 


force management. topics 
COVCT d ini lude 


Management, taxes, shipping and receiv 


ottice 


ing, purchasing, business law, labor rela 
tions, real estate and corporat meetings 
and minutes and resolutions 


Pre NICE 


N.Y 


Hall, Ini O Fifth 


$70.00 


* Published hy 
Avenue, New York 


STUDIES IN PROFIT SHARING* 
I. Discontinued Plans 
II. Plan Changes 


By P. A. Knowlton 


In an earlier, exploratory study Profit 
Sharing Research Foundation, of which 
Mr. Knowlton is research director, pub 
lished “Profit Sharing in Practice.” Th 
first of the two current studies, “Discon 
tinued Plans,” reports a survey of 57 ter 
minated profit-sharing plans. Mr. Knowl 
ton points out that ‘‘the tradition that 
profit-sharing plans do not last long 
proved wholly unfounded, abandonment 
being hard to identify. Once tracked 
down, they were carefully analyzed for 
the light they might throw upon what 
works and doesn’t work in the important 
and challenging area of industrial rela 


tions 

* Published by Profit-Sharing Research Four 
aatior 33-16 Wood ide Arennue Long Island 
City 1, N. Y. $2.00 





current studies en 
sum 
168 changes in 


The second of the 
titled “Plan Changes 
marizes and 
profit-sharing plans reported by the com 


assembles, 


mnt rprets 


panics that maintain them. 


OTHER BOOK ENTRIES 
ANSWERS TO INFLATION, UN 
EMPLOYMENT, TAXATION AND POLITI 
CAL LEADERSHIP. By C, William Haze 
lett Incentivist Publication 


PRACTICAL 


Seneca 


Pla e. Greenwn h, Conn. SO cents 

FACTS AND FIGURES ON GOVERNMENT 
FIN ANCE, 1952-53 The Tax } MN A 
tion, 30 Rog he he lles Plaza, Neu Y ork 
20, N. Y. $2.00 
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Inventory Shortages as Fidelity Claims 


| set arising out of claims for in- 
ventory shortages under fidelity bonds, 
which have been characterized as one of 
the most persistent headaches in the in- 
surance field, were discussed by George 
C. Bunge of the Chicago law firm of 
Vogel & Bunge at a recent meeting of 
Surety Underwriters Association of Chi- 
cago. 

An inventory shortage does not neces 
sarily represent an actual loss and may 
be a ‘‘paper’’ shortage only, it was em- 
phasized. There is a tendency to assume 
that what the auditor calls a shortage 
must represent an actual loss and also 
must be the result of skulduggery of 
some kind. Actually, an inventory short 
age may be, and often is, a mere book 
keeping discrepancy and not an actual 
shortage at all 

The insured, however, its not im 
pressed by this type of logic. He thinks 
that when the accountant tells him he 
has sustained an inventory shortage, he 
has thus suffered an actual loss and the 
insurance company should pay for it. It 
is difficult to tell an insured who has 
spent a lot of money on an audit report 
that the report does not mean anything. 

Court decisions on shortages have not 
changed substantially in the past several 
years. The courts still consistently hold 
that to establish an inventory shortage 
claim under a fidelity or blanket bond, 
the evidence must not only show that an 
actual shortage exists, but also must at 


least tend to exclude all reasonable hy 
potheses which might account for it, 
other than dishonesty of employes. 

An inventory shortage, it was pointed 
out, ‘is an accountant’s creation.” Basi- 
cally, it reflects the difference between 
the book inventory, in whatever form it 
may be kept, and the physical inventory 
taken at periodic intervals. It is practi- 
cally impossible to do a perfect job of 
keeping track of stock in an establish- 
ment of any size, and in nearly any busi- 
ness there will always be a discrepancy 
between the book inventory and the 
physical account. However, the problem 
cannot easily be solved by insisting on 
correctness in bookkeeping. Many book 
inventories are based on averages or esti- 
mates and are bound to vary from the 
actual account even though the actual 
vhysical job of keeping the books has 
cen done to perfection. 

There are two basic ways of keeping a 
book inventory. One method is to total 
the actual items of merchandise on hand 
at the beginning of an accounting period 
and the number of additional items re- 
ceived during that period; the items sold 
are subtracted, and the result produces a 
list of specific items which ought to coin 
cide with the physical inventory taken at 
the end of the period. This sort of per- 
petual inventory is often employed 
where large or valuable items are in- 
volved, such as furs, jewelry, furniture, 
etc. Under this system, any discrepancy 
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between the so-called book inventory 
and the physical inventory at the end of 
an accounting period represents a certain 
number of specific items of merchandise 
which should be on hand. Such records 
make it possible to identify and search 
for particular items and even in some 
cases to determine when they disap 
peared or what happened to them. 

Many commercial and industrial firms 
cannot ne an inventory record in terms 
of items of merchandise, and in most re- 
tail establishments this is not even at- 
tempted. Accountants have consequently 
devised a number of short cuts, and most 
of them, according to Mr. Bunge, “have 
the inherent vice of substituting dollar 
totals for identifiable items and est- 
mates and averages for fact.” 

Where records are maintained on a 
unit basis and the book inventory shows 
specific items of goods or merchandise 
which are supposed to be on hand, the 
insurer is confronted with a claim of a 
specific tangible loss of identifiable 
items. However, when the inventory ts 
expressed in terms of dollar totals and ts 
based on estimates or averages, the physi- 
cal inventory is being measured with a 
rubber yardstick and there is no way of 
knowing that there has been any actual 
loss at all. In these cases the book inven- 
tory can be increased or decreased at 
will by adjusting or changing the esti- 
mates or average upon which the dollar 
total is based. 

“When you try to deal with an alleged 
inventory shortage based upon a discrep- 
ancy or deviation from a book inventory 
of this kind, you have no solid ground to 
stand on at all,” Mr. Bunge observed 
“Since it is literally impossible for the 
physical inventory to coincide exactly 
with a book inventory calculated on this 
base, you know to begin with that at 
least some part of the discrepancy be 
tween them does not represent an actual 
loss and could not possibly have been 
caused by employe dishonesty. It is im- 
possible to put your finger on the cause or 
combination of causes which produce 
the discrepancy. All you actually know 
is that the entire discrepancy could not 
possibly have been produced by em 
ploye dishonesty; that there may not 
have been any actual loss at all; and that 
if there was an actual loss, no one will 
ever know the amount of it or whether 
and to what extent it was produced by 
the employe dishonesty.” 


Briefed by Management Review from April 
3, 1952 issue of The National Underwriter 
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Improvement Seen in Corporation Reports 


Significant trends in corporation annual 
reports are revealed in a survey of 600 cor- 
porations published by the American Insti- 
tute of Accountants. The trends include an 
increase in the use of the LIFO method of 
inventory valuation, accelerated amortiza- 
tion of defense facilities by many compa- 
nies, and the substitution of other terms for 
the misleading word “surplus” in many re- 
ports. 

Carman G. Blough, research director of 
the national professional CPA society, de- 
scribed the new edition of “Accounting 
Trends and Techniques in Corporate An- 
nual Reports” as the most comprehensive 
of the six annual studies prepared by his 
department. More than 100 tables and 
1500 illustrative examples drawn from the 
cugenees reports, he said, show how a 
wide variety of corporations are handling 
a multitude of accounting problems. 

The LiFoO (last-in-first-out) method of 
inventory valuation was being used by 
31% of the companies surveyed as com- 
pared with 19% two years ago. The survey 
indicates a decrease each year since 1946 
in the number of companies reporting re- 
serves for estimated future inventory price 
declines. 

The importance of government contracts 
in the economy is illustrated by the fact 
that 60% of the companies surveyed had 
U.S. government contracts and 25% had 


received ‘Certificates of Necessity’ per 
mitting them to accelerate the amortiza 
tion of defense facilities on a five-year 
basis. 

The survey shows that 31% of the cor 
porations affected have dropped the term 
“capital surplus” in favor of such expres- 
sions as ‘‘additional paid in capital” and 
44% have replaced ‘earned surplus’’ with 
“retained earnings”’ or other terms. This ts 
in line with the recommendation of the In- 
stitute’s Committee on Terminology in 
1949 that use of the word “surplus” in 
published financial statements be discon 
tinued as having undesirable connotations. 

The survey also shows a greater uni 
formity in the wording of the accountant’s 
report. In all but twelve cases the report 
was essentially in the form recommended 
by the AIA. There were 152 instances of 
minor variations as compared with 241 in 
the previous year. 

Reflecting the trend toward pension and 
retirement plans 24 companies among the 
600 surveyed reported the adoption of new 
plans and 51 disclosed the amendment of 
existing plans, generally for the purpose of 
increasing benefits. Existing plans were 
continued by 276 others. 

The 244-page report of the survey is 
published by the American Institute of Ac 
countants, 270 Madison Avenue, New 


York 16, N. Y., price $10 


Lower Tax Rates for Extra Earnings 
Recommended as Business Incentive 


A tax rate reduction as a business incen- 
tive to taxpayers whose annual earnings 
exceed the moving average earnings of 
their past four years, was urged recently 
in an article by J. H. Landman, a New 
York tax attorney, a member of the In- 
come Tax Committee of the American 
Bar Association and Professor of Tax Law 
at the New York Law School. He believes 
this is a method of self-correcting our cur- 
rent simultaneous throes of inflation and 
deflation. 

In support of the proposal Mr. Land- 
man said: 

“The federal corporate tax rates rise 
rapidly from 30% to 82%, and the indi- 
vidual rates soar from 22% to 88%. The 
law of diminishing returns sets in from the 
standpoint of government revenue and 
human initiative long before the maximum 
corporate and individual rates are reached. 
In a society of free enterprise like ours 
this psycho-economic factor is very signifi- 
cant. If our capitalistic system is to be per- 
petuated, the profit motive must ever be 
present to stimulate the entrepreneur. 

“The time was, up to the turn of the 
century, when private American wealth 
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was accumulated out of the exploitation 
of our natural resources. Because of the 
wastefulness of this process we now offer 
tax inducements in the form of attractive 
depletion rates to encourage new mining 
and oil drilling projects. 

“Our new frontier is technology and in 
dustry. We should offer tax-appeals to 
existing and new business organizations 
so that the making of more profits will not 
be discouraged by progressively higher tax 
rates. Taxwise, there are only two business 
vehicles—the individual and the corpora 
tion. Existing ones, with relatively low an 
nual earnings, and new ventures should 
be entitled to adequate tax credits and ex 
emptions. Individuals and existing cor 
porations should receive a tax rate deduc 
tion if they exceed the average annual earn 
ings of their four past years 

“Although the author propounds the 
principle of the tax rate deduction for ad 
ditional earnings, the size of the tax credits 
and exemptions, and of the tax rate de 
ductions, requires necessary detailing to 
assure the government of revenue and to 


achieve for the taxpayer the necessary busi 
ness incentive. 
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Report Requirements to Aid Management 


Excerpts from an address by C. Arthur 
Weis, vice president and treasurer, the 
Globe-Democrat, St. Louis, and newly 
elected president, Institute of Newspaper 
Controllers and Finance Officers, presented 
at that organization's fifth annual meeting, 
October 29, 1952, in Tulsa, Okla. 


The time has come for top newspaper 
management to take an inventory of all re 
ports now being prepared, and for the cor 
porate directors, officers and publishers to 
make known their needs to the finance of- 
ficer, so the latter can help them control 
costs and increase revenues, The extent of 
cooperation and enthusiasm from all phases 
of management will determine the extent 
to which costs can be controlled and re- 
duced by executive action based on the re 
ports rendered by the controller. 

The controller's reports will never be a 
substitute for management itself. They are 
merely the tools of a good management, 
but they are of greater importance in any 
business where owners or top management 
are removed from day-to-day contact with 
department heads and employes. The less 
direct the supervision, the more essential 
rr ports become. 

The probl m is serious from every point 
of view. For example, the building and 
equipment, unless very recently acquired, 
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are carried at the original cost less depre- 
ciation. Replacement must be made at 
much higher prices. Future profits must be 
carned and retained in the business to pro- 
vide additional capital for replacement of 
these necessary assets, and also for addi- 
tional working capital required because 
of increased inventory values, increased ac- 
counts receivable, etc., which trace from 
higher rates of advertising and circulation. 
In other words, controllers should report 
clearly the high cost of living for a news- 
paper. 

Again, many newspapers are closely held 
corporations, and inheritance taxes have, or 
will, force sale of the capital stock of the 
present owner, while income taxes prevent 
the creation of capital which would enable 
others to purchase the stock. The control 
ler should understand taxes and various 
methods of financing, and render reports 
on such matters. 

The attitude and understanding of news 
paper employes, in the long run, will de 
termine future costs and profits and the 
success or failure of newspapers. If the 
controller can’t aid management in this re 
gard, who can? We sometimes feel it is not 
our job, but that is where our opportunity 
for greatest service rests, plus our chance 
for greatest satisfaction and reward. 


Shareholder Relations 
Manual Published 


The first indexed handbook on the sub 
ject of shareholder relations has been pub 
lished by Financial World. Called the 

Shareholder Relations Manual,” this il- 
lustrated reference is edited by Weston 
Smith, director of the Financial World 
Annual Report Survey. 

The 68-page reference is composed of a 
foreword and 12 chapters ranging from 
the history and objectives of this division 
of public relations, through the prepara 
tion and distribution of corporation an- 
nual reports, and closing with an analysis 
of shareholder relations techniques. Each 
chapter is illustrated with charts or repro- 
ductions of sample material. A feature of 
the book is the reproduction in full size of 
the 27 annual report advertisements 
judged best in nine industrial classifica- 
tions in last year’s survey. 

The chapter on “Financial Community 
Liaison’’ emphasizes the need for a pro 
gram, not only among present sharchold 
ers, but also in the financial districts 
throughout the country in order to foster a 
broader investment interest in a company’s 
securities. 

The ‘Shareholder Relations Manual” is 
available at $1.00 per copy at the offices of 
the Guenther Publishing Corporation, 86 


Trinity Place, New York 6, N. Y. 


THE CONTROLLER * MARCH, 1953 





UNDERWOOD 


Underwood Corporation 


Adding Machines... Accounting Machines... 
Typewriters...Carbon Paper 

Ribbons 

One Park Avenue, New York 16, N. Y. 

Underwood Limited, Toronto 1, Canada 


Sales and Service Everywhere 


pnd wore ee 
ee 


t\ 2 mOcines in one Y 


When is a machine more than a machine? 
When it’s an Underwood Sundstrand Automatic Printing 
Calculator ... which does the work of two different machines. 
It’s a General-purpose ... Multi-purpose machine which 

. adds ... subtracts ... multiplies ... divides 

. makes a two-color printed record of every operation. 


... the automatic Credit Balance feature. 


The Underwood Sundstrand Automatic Printing Calculator 

is the right answer for both large and small businesses. 

It enables an operator to change from payrolls to inventories .. . 
from computing interest to figuring statistical calculations . . . 
without changing machines. 

And it performs ALL of its various operations with only a 10-key 
keyboard. The famous touch-operated Underwood Sundstrand 
10-key keyboard that speeds work .. . reduces fatigue . . . cuts errors. 
Get full particulars about this time, money, and effort saving 

2-in-1 machine. 


ee ee ee © © © © © © © © «© Send inthe coupon today + +++++e+e*eeees 


UNDERWOOD CORPORATION, One Park Avenue, New York 16, N. Y. 


Please send me your folder on the new Underwood Sundstrand 
Automatic Printing Calculator 


Nome 
Company 
Street 


City - State 





Some Aspects of Expense Control 


Excerpts from an address by H. Randall 
Pease, comptroller, the Travelers Insur 
ance Company, Hartford, Conn., as pub 
lished by Controllers Institute in “Neu 
Tools for the Controller’ (50 cents) 


Any company desiring to use a budget 
plan should first make sure its organiza 
tion has taken certain preparatory steps. 
One basic requirement is a well-planned 
organization chart. Another is a planning 
committee, because future plans will have 
an important bearing on budget appro 
priations. It must also be decided whether 
all types of expenses are to be included in 
the budget, or whether certain types are to 
be eliminated. 


As cach department completes its re- 
quest for budget allotments for the com- 
ing year, it should be submitted to the 
budget committee. The latter can then as- 
semble these requests by kind of expense 
for all departments combined, as well as 
by total expense for cach department. 
These results should be studied very care- 
fully to determine whether increases re- 
quested are fully justified, and also to pre- 
pare for top management a final estimate 
as to the anticipated budget for the com- 
ing year. Where questions arise and indi- 
vidual budgets seem too high, either in 
account or in total budget, the budget com- 
mittee should meet with the representa- 
tives of those departments involved to de- 


EXECUTIVE QUIZ 


The practice of good human relations is necessary in deal- 
ing with coordinates in other departments or divisions as 
well as subordinates in our own departments. The qualities 
that make for leadership are fundamental in developing 
group activity and participation in the solution of common 
problems. Being a good leader, the supervisor inspires his 
subordinates to assume their share of the load thus making 
the job easier for the entire team. To attain this result it be- 
hooves us to take a look at ourselves to see what others may 


be thinking of our actions 


The following questions have proved helpful to me in 


doing this: 


1. Do I exhibit those qualifications which identify me as a 


l » 


leader to my subordinates ? 

Am I friendly, tactful, sincere, courteous, natural, enthusi 
astic, stimulating, and encouraging in my contacts? 

Do I gain respect by neither being too strict nor too easy? 
Am I fair and impartial or do I play favorites? 

Do I sincerely look out for the interests and welfare of thos 
with whom I have contacts? 

Do I give my subordinates all the help and information ne 
essary to do a good job? 

Do I make my subordinates feel as though | am ordering 
them around when I give instructions? 

Do I give recognition and appreciation for a good job? 

Do 1 give forthright answers or do I stall or straddle the 
question? 

Do 1 consult my subordinates 
that may affect them? 

Do I place my subordinates in a position of having to defend 


m setting goals or objectives 


policies and practices without giving them reasons for sucl 


policies and practices? 
Dol prac tice what 1 pre ach 


These are only a few of the many questions which we can 


ask ourselves 
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termine the reason, and the results should 
be reported to top management. 

It is not generally considered good 
policy for the budget committee to ap- 
prove or disapprove budgets. Their au 
thority might be limited to recommenda. 
tions. Final authority should rest with top 
management. 

As the estimates are accumulated by 
amount, the budget committee will be able 
to make comparison between current and 
proposed expenditures. Here the ratios or 
factors of the various types of expense can 
be of great assistance. It is also desirable 
to project the expenditures for the current 
year to secure comparison with proposed 
expenses for the coming year, as well as to 
determine the relation of the current year’s 
expenditures to the current year's budget 

When top management is satisfied with 
the budget estimates, the budget commit 
tee is then in a position to prepare the final 
budget, both on a department and over 
all account basis. 

Where conditions make it necessary for 
a department head to ask for a change in 
his budget, such request should first clear 
through the budget committee, where it 
should be studied and then sent to top 
management with recommendations. Ap- 
proval of budget changes should always be 
in writing. 

It is desirable that all budgets be re 
viewed in total at the end of each month 
and in detail at the end of each quarter. 
This can be accomplished by the issuance 
of a master budget statement by account 
to management monthly, and departmen 
tal statements to both management and de 
partment heads quarterly. 

It should be the duty of the controller 
to see that no bills are honored for pay- 
ment for which budgets have not been es 
tablished. This is not as difficult as it 
might seem, because department heads 
soon come to realize they must not incur 
an expense which is not provided for in 
the budget unless they first secure execu 
tive approval. 


Labor Turnover Study 


The high cost of labor turnover ts dis 
cussed in a recently published report (No. 
6) which is one of the ‘Management 
Aids for Small Business” prepared by th« 
Small Defense Plants Administration. 

In summary, the report emphasizes th« 
importance of keeping tabs on the turn 
over rate, the avoidance of skimping on 
personnel work or supervision, and facing 
problems frankly. The report suggests that 
“your State Employment Service, State La 
bor Department or the professional con 
sultant can sometimes come up with a bet 
ter solution in less time.”’ 














Guideposts to 
Planned Profit Control 


Continued from page 110) 


The 5% reduction in price raised the break-even point from 
$151,093 to $214,689, or 42%. 


e. Volume Required to Overcome Cost Increases 

Under the economic pressure that has existed in recent years, 
there has been an all-too-frequent tendency to increase certain 
elements of cost, notably labor, without recovery through added 
sales price. To bring home the effect of these increases upon the 
required volume, we assumed an increase in labor cost of 10% 
without changing the selling prices. The following calculation 
was presented to indicate the added sales volume that would be 
needed to maintain the $20,000 profit before tax, which in a pre- 
vious calculation required $283,631 sales volume. To make this 
estimate, it was necessary to assume a labor content of the cost of 
sales. Here we have chosen 15%. 


Summary of Position 


Present % Neu N 
Sales $283,631 $283,631 
Costs 

Material 85% 174,065 61.37 174,065 61.37 
Labor 15% 30,717 10.83 33,789 11.91 
Total 100% 204,782 72.20 207,854 73.28 
Variable Expense 36,049 12.71 36,049 12.71 
Total 240,831 84.91 243,903 85.99 
Fixed Expense 22,800 8.04 22,800 8.04 
_ Total Costs 263,631 92.95 266,703 94.03 
Net Profit (Before Tax) $ 20,000 7.05 $ 16,928 5.97 
100 100 





The calculation below indicates that the volume required to 
recover a labor increase of $3072 would, in this sample distribu 
torship, be $21,865 raising the total volume from $283,631 to 
$305,496 per year. In other words, a 10% increase in labor re 
quired a 7.7% increase in volume to restore the business to its 
previous position. 


$42,800 Required Before Tax 


Material $174,065 61.37% 
Labor 33,789 11.91 $305,496 
100% — | Variable Expense 36,049 12.71 Meee Sales 
ota 
Total New Variable 243,903 Required 
Soles a Sr hoe 
SUMMARY 


All of our distributors were urged to use variable budgets as 
an aid toward improved managerial decisions. The separation of 
fixed and variable expenses was stressed as a prerequisite to the 
development of mathematical indicators pointing to anticipated 
results in advance, through which more sound decisions might be 
reached. We sought to — the utility of these procedures 
for small companies as well as large by pointing out that in 178 
departments at the factory, controlling over $20,000,000 of ex 
penses annually, we use variable budgets in departments control 
ling numbers of employes less than that recommended for the 
sample distributorship in question. Although we have, for some 
years, used variable budgets constructed both in dollars and man 
power requirements on a step, volume basis and in the majority 
of cases produced weekly comparisons of manufacturing actual 
expenses versus budget allowances, we advocated in the case of 
distributors, only the straight line, variable budget computations 
with a monthly comparison of actuals versus budgets 

The response to these descriptions of improved financial con 
trol has been encouraging and we plan to continue that effort in 
collaboration with the Sales Division. 














What Do 700,000 Families Think? 


A leading American industry had to have the answer to this 
question, to determine the radio listening habits of 700,000 
families. STATISTICAL Came up with the facts, revealed by the 
largest statistical study ever tabulated for private industry. It’s 


worth keeping in mind when you have a tabulating problem. 


STATISTICAL 
TABULATING COMPANY 


ESTABLISHED 1933 > 


Chicago 4, 53 W. Jackson Blvd., Phone HA 7-2700 + St. Lous 1, 411 North roth St, Phone CH 5284 
New York 4, 89 Broad St., Phone WH 3-8383 + Newark 2, National Newark Bldg., Phone MA 3-7636 


TABULATING »- CALCULATING - TYPING -> TEMPORARY OFFICE PERSONNEL 


MICHAEL R. NOTARO, President 
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Members of the Controllers Institute are identified in the follow 
ing items by certificate number and year of election in parentheses. 


Ropert L. DicKsON (#4361-1948), con 
troller, Walter Kidde & Co., Inc., Belleville 
N. J., was recently elected vice president 
and controller. Mr. Dickson served as presi 
dent of the Newark Control of Controllers 
Institute, 1951-52 


FRANK SCHUMACHER, director and comp 
troller, Italian Swiss Colony, San Francisco, 
California, was recently elected vice presi 
dent of the company 


Francis G. Warp (#5575-1952) is now 
controller of Courter Electric Products, Inc., 
Grand Rapids, Mich. He was formerly con 
troller of Jarecki Machine & Tool Company 
of the same city 


S. L. BARBERA (#1755-1940), assistant 
treasurer, Moore-McCormack Lines, Inc., 
New York, has been elected treasurer to suc 
ceed EMMET J. MCCORMACK who has been 
elected chairman of the Board 

Mr. Barbera joined the organization in 
1920. He has been active in several organ 
izations in shipping and finance and is 
former president of the Association of Wa 
ter Transportation Accounting Officers. He 
is a member of the Society of Naval Archi 
tects and Marine Engineers and the New 
York Society of Accountants 


WALTER M. REYNOLDS (#1051-1937), 
formerly secretary and controller, Morse 
Chain Co., Division of Borg-Warner Cor 
poration, Detroit, Michigan, is now division 
comptroller, Grand Rapids Division, Lear, 
Incorporated, Grand Rapids, Michigan 


Herbert M. RAMEL (#1073-1937) ts 
president of Precision Automotive Compe 
nents Company, St. Louis, Missourt. He was 


formerly vice president, Ramsey Corpora 
tion of the same city 


THEODORE F, GLOISTEN (#2133-1942), 
who previously held the title of controller of 
The American 
Home Magazine 
Corporation, 
New York, has 
been elected vice 
president Mr 
Gloisten, who 
will retain his 
controllership re 
sponsibilities in 
addition to 
broadened = ad- 
ministrative func- 
tions, has been 
associated with 
American Home 
its Organization in 1932, serving suc 
cessively as chief accountant, controller 
(1935) and assistant to the president 
(1943). A past president of the New York 
City Control of Controllers Institute, Mr. 
Gloisten is currently serving as a national 
director of the Institute and chairman of its 
Budget and Finance Committee. In_ the 
Magazine Publishers Association, he was 
instrumental in the development of the “Unt 
form Accounting Manual for the Maga 
zine Industry’ and led a discussion of this 
manual at the Printing and Publishing Con 
trollers Conference at the 1952 Annual 
Meeting of Controllers Institute in Detroit 


MR. GLOISTEN 


since 


EUGENE L. SHERK (#4518-1949) 1s now 
director of Finance, Wisconsin Manufactur 
ers Defense Pool, Inc., Milwaukee, Wiscon 
sin. He was formerly associated with F. L 
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State briefly current pe 











ASSISTANT CONTROLLER 


An excellent opportunity to head all accounting operations in a $100,000,000 


multi-plant company located in a desirable eastern city 


Our company is a manufacturer of industrial products, nationally known and ac 


knowledged to be a leader in the industry 


We prefer a controller or assistant controller with at least five years of industrial 


accounting experience, between 37 and 42 years of age and now earning up to 


$20,000 


1 in contidence 


on, compensation 


BOX D 2048 - THE CONTROLLER « One East Forty-second St.* N. Y. 17, N. Y. 


and age 








Jacobs Company, Parts Manufacturing D1- 
vision, Traverse City, Michigan, as resident 
controller. 


ROBERT MONTGOMERY (#4257-1948), 
formerly assistant to the first vice president 
of Willys-Overland Motors, Inc., Toledo, 
Ohio, is now affiliated with Houdaille-Her- 
shey Corporation, Detroit, Michigan, as as- 
sistant to the vice president. 


FRANK G. DRUMMOND (#4724-1949), 
assistant treasurer and controller, Empire 
State Building Corporation, New York, has 
been elected treasurer of the company. 


MEL J. SHAW (#1934-1941), president, 
Safegard Corp., Cincinnati, Ohio, is on a 
special assignment with Standard Steel 
Spring Company, Detroit, Michigan. 


WILLIAM S. Prerick (#1179-1938) has 
been named controller of the Miller Brew 
ing Company, Milwaukee, Wisconsin. He 
was formerly acting controller and was with 
Line Material Company for 26 years before 
joining Miller in 1951. He was controller 
at Line Material. 

Mr. Pierick, a CPA, was president of the 
Milwaukee Control of Controllers Institute 
of America, 1943-1944. 

THOMAS SECK, formerly with John G 
Conley & Co., a CPA firm, and FLoyp Par 
FREY, formerly with Badger Meter Manu- 
facturing Company, have been named assist- 
ant controllers of Miller Brewing. 


WALTER F. MEISTER (#3186-1944) has 
been appointed controller of the American 
Museum of Natural History, New York 
Mr. Meister, who joined the Museum in 
1916, has been assistant treasurer of the Mu 
seum and the Planetarium Authority since 
1942 and will continue to hold this title in 
addition to that of controller. 


JOHN B. Lawson (#1204-1937), form 
erly manufacturing manager, Automatic 
Transmission Division, Ford Motor Com 
pany, Cincinnati, Ohio, is now general man 
ager of the division 


Roeert E. SLATER (#4547-1949), con 
troller, has been elected a vice president of 
John Hancock Mutual Life Insurance Com- 
pany, Boston, Mass. He will continue in the 
post of controller as well as his new duties 


WILLIAM G. TorRRACE has been appointed 
comptroller of Standard-Toch Chemicals, 
Inc., Staten Island, N. Y. He was formerly 
staff manager of S. D. Leidesdorf & Co 


Frep H. Rurr (#4070-1947) has joined 
Nordberg Manufacturing Company, Busch 
Sulzer Division, St. Louts, Missouri, as as 
sistant controller. He was formerly con 
troller of Kerotex Manufacturing Company, 
Pittsburgh, Pa 


ROBERT S. MCNAMARA (#4673-1949) has 
been appointed a member of the administra 
tion committee of Ford Motor Company, 
Dearborn, Michigan. He has been controllet 
since January 1, 1949. 


JoserpH A. MurRpHy (1305-1937) comp 
troller, New York Dock Company, Brook 
lyn, N. Y., has been elected a vice president 
of the company. Mr. Murphy has been with 
the company for the past two years. He was 
formerly athliated with the Pepsi-Cola Com 
pany, Long Island City, N. Y., as treasurer 
from 1939-1950 
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CHARLES Z. MEYER (#1282-1938), vice 
president and comptroller, The First Na- 
tional Bank of Chicago, is author of an 
article, “Steps to Minimize Your Federal 
Income Tax,” in the February 1953 issue of 
Auditgram. Mr. Meyer, chairman of the 
Board of Directors of Controllers Institute 
iS a past national president of both the Na 
tional Association of Bank Auditors and 
Comptrollers and Controllers Institute of 
America 


MeRLE E. HARDAKER ($2390-1943), 
formerly treasurer, Wurzburg Company, 
Grand Rapids, Michigan, is now associated 
with Zollinger-Harned, Allentown, Pa., as 
vice president and general manager 





WILLIAM G. VON BERG (#1691-1949) 
has joined the Pfaudler Company, Roches 
ter, N. Y. He was formerly controller, W. B 
Coon Company of the same city 


EDWIN HarRROw (#5405-1951) has joined 
Schlossmans, Inc., New York, as treasurer 
Mr. Harrow was formerly associated with 
Emerson Radio and Phonograph Corp., 
New York, as controller 


THEODORE E. BRUNING (#1558-1939), 
who joined Oxtord Paper Co., New York, 
in 1928 and has been treasurer since 19-43, 
has been named vice president-treasurer 


C. G. PHELPS ($1362-1939), secretary 
treasurer, Wolverine Brass Works, Grand 
Rapids, Michigan, has succeeded the late 
HAROLD J. Vos as secretary of the Western 
Michigan Control of Controllers Institute 


K. W. GeorGe has been appointed con 
troller of Continental Carbon Company and 
its athliated companies, Amarillo, Texas 
Mr. George joined Continental in 1950 as 
cost accountant. He was previously with 
Mullins Manufacturing ( orporation, Salem, 
Ohio 


Harry E. Pounps has been appointed to 
the newly created position of controller of 
Booth Fisheries Corporation and its domes- 
tic and Canadian subsidiaries. Mr. Pounds 
was with the accounting firm of Peat, Mar- 
wick, Mitchell and Co., as a member of its 
management controls division 


PauL E. SHROADS (#1409-1939), vice 
president, assistant treasurer and controller, 
National Steel Corporation, Pittsburgh, Pa., 
has been named treasurer succeeding the 


late F. M. HEsse. 


MILTON J. GOGER (#4139-1948), comp 
troller, American Type Founders, Inc., Eliz 
abeth, N. J., has been appointed vice presi 
dent and comptroller. 


RAYMOND G. MARX (#1129-1938) has 
retired from banking. In addition to vari 
ous other interests, he will act in an analyti- 
cal capacity with the National Geographic 
Society, At the time of his retirement, he was 
vice president and comptroller of The Riggs 
National Bank, Washington, D.C. 


A. HOFFMAN (#3307-1945), formerly 
controller, De Jur Amsco Corporation, Long 
Island City, N. Y., has joined the Union 
Spring and Manufacturing Corporation, 
Electronics Division, Jersey City, N. J., as 
controller 






































BRIDGEPORT CONTROLLERS HONOR CHARTER MEMBER NICHOLS 


A testimonial dinner, honoring his serv 
wes to the Bridgeport Control of Control 
lers Institute, was tendered by its members 
to Louis M. Nichols, retired comptroller 
of General Electric Supply Company, 
Bridgeport, Conn., on February 4 at the 
Graduate Club in New Haven. 

Mr. Nichols was a charter member of 
the Control and served as its first president 
from 1937-1940. He also served as a na 
tional director of the Institute (1939-42) 
and as chairman of the Budget and Finance 
Committee (1940-42), the Postwar Con 
trollership Problems Committee (1943 
15), the Surplus Property Disposition 
Committee (1945-46), in addition to the 
gencral chairmanship of Industry Confer 
ences for the 1948 Annual Meeting of the 
Institute. He has also contributed articles 
to several issues of THE CONTROLLER 


STANLEY B. MURRAY (#5436-1951) and 
DUNCAN I. MCFADDEN (#4992-1951) have 
been named directors of the San Francisco 
Control of Controllers Institute. Mr. Mur 
ray, who succeeds the late ARTHUR | 
DUANE as a director of the Control, is con 
troller of M.J.B Company, San Francisco 
ind Mr. McFadden is controller of Stanford 


University, Stanford, California 


WAYNE IRWIN (#3164-1944) has joined 
the Pullman Company, Chicago, Ill, as vice 
president and comptroller. Mr. Irwin form 
erly was controller of United States Gypsum 
Company, Chicago 


STANLEY D. LENNOX (#4496-1949 ), con 
troller, Kaiser Community Homes, Los An 
geles, Calif., has been elected secretary-treas 
urer and member of the Board of Directors 
of Panorama Community Homes and Pan 
orama City, both subsidiary corporations 
He joined the firm as controller and assist 


ant secretary in 1947 
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Mr. Nichols is now serving as consult 
ant to the National Association of Electri 
cal Distributors on operating cost studies 
financial Management manual and sales 
compensation plans 

In the picture above, Mr. Nichols (se 

nd from left) is shown with Paul Haa + 
assistant Managing director of Controllers 
Institute (first left); Donald R Thomp 
son, treasurer, Snow-Nabstedt Gear Corp 
and president of the Control (s¢ ited ) 
(left to vight standing) Marshall E. Hoyt 
assistant Nash Engineering 
Company, charter m« mber and currently 
vice president of the Control; N. A 
Clouct, treasurer, Sargent & Company, sec 
retary of the Control; Alfred W 
Cook, assistant treasurer, Conde Nast, a 


charter member of the Control 


treasurer, 


and 


ROBERT J. ALERDING ($#5541-1952), audi 
tor, Insley Manufacturing Corporation, In 
dianapolis, Indiana, has been elected secre 
tary of the Indianapolis Control, succeeding 
JAMES M. GIBBONS (#708-1936), who ts 
now a partner in the firm of John E. Gibbons 
& Co., Chicago. Mr. Gibbons was previously 
secretary and controller, Basca Manutactur 


ing Company, Inc Indianapolis 


F. C. BASH (#5122-1951), assistant treas 
urer of California Oregon Power Company 
Medford, Oregon, was recently elected vice 
president and treasurer of the company to 
succeed M. D. Fietp, who resigned because 
of ill health 


Epwarp F.C. PARKER (#94-1932) 1s now 
vice president of the Leach Relay Co. of Los 
advisory Capacity 
in the 


Angeles and acts in an 
for several other companies 
ownership group involved in the manufac 


Same 


turing of aircraft and airport accessories, oi! 
held and industrial specialties 
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Easy! Fold sample sheet. Measure 
the folds on metal rule. Then... 


Move indicator knobs to widths 
wanted .. . And it’s ready to go! 


The FH costs 
little more than a 


Standard typewriter 


Now...a low-cost 
folding machine for EVERYBODY! 


5,000 pieces 


This low-cost office folding machine, 
little larger than a typewriter and costing 
but littke more, brings even the smallest 
office the speed, accuracy and economy 
of machine folding. 

Anyone in any office can easily 
operate this folder, It can be set for a 
job in about as little time as it takes to 
tune your TV! Merely adjust ry 
two indicator knobs, With ‘ 


andelectrically driven, & a \ 
itis accurate and fast 6 pay 


Fully automatic model FM 
folds up to 19,000, sheets per hour 


semi-automatic feed, 


PITNEY-BOWES 


can double-fold up to 
per hour. 

Light and portable, it can be moved 
easily to wherever needed... requires 
minimum working area, 

It makes eight different basic folds, 
handling paper sizes from 3 by 3 up to 
84% by 14 inches. Can single-fold or 
double-fold sheets when stapled together. 

Get an FH Folding Machine so 
that all such work can be turned out 
quickly and economically. Call nearest 
PB office for demonstration—or send 
coupon for the free illustrated booklet. 


1 Pirney-Bowes, IN¢ 
| O60 Pacific St., Stamford, Conn 


Folding Machines! : mit foe hecho on Feiang Macnee 


Made by Pitnev-Bowes, In originators 


of the postage meter 93 branch offices 


with service in 199 cities in U.S, and Canada 
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Obituary 





Richard H. B. Adams, 66, president of the 
City Railway Company, Dayton, Ohio, died 
after a few days illness on February 3, 1953 

He had been with the company since 1934 
when he was named treasurer and comp 
troller. He later became vice president in 
charge of operations; a director in 1949; 
and president in 1950. Prior to joining City 
Railway he was associated with the ac 
counting firm of Wall, Hartman and Lane, 
now Wali, Cassel and Groneweg. He tauvht 
night classes in accounting and auditing at 
University of Dayton for about 20 years 

He held membership certificate #1260 
1938 in Controllers Institute of America 


Edward S$, Alden, 64, vice president and 
treasurer of Whitin Machine Works, Whit 
insville, Mass., died suddenly at his home in 
Wellesley, Mass., on January 10, 1953 

Mr. Alden first joined Whitin in 1918 to 
modernize the firm's accounting system, hav- 
ing been associated with the Scovill Well 
ington Co., Boston. He was appointed con 
troller at Whitin Machine and subsequently 
in 1943 was named assistant treasurer. 

In 1944 he became a director of the com 
pany and was named treasurer in 1947. He 
was elected a vice president of the company 
in 1951. He was also treasurer of Fay-Scott 
Corp., Dexter, Me., subsidiary of Whitin 
Machine Works. 

Prior to his association with Whitin he 
had been with the United Drug Co., and 
served as the first treasurer of the Liggett 
Drug Co. chain. 

Mr. Alden was a member of the MAPI 
accounting council and held membership 
certificate #2317-1942 in Controllers Instt- 
tute 


Raymond D. Allen (#1822-1941), a part 
ner in the accounting firm of Mattersdorf & 
Allen, New York, died of a heart attack on 
January 17, 1953. He was 57 

Mr. Allen was also affiliated with the ac 
counting firm of Clarke, Mattersdorf and 
Iles, Utica, N. Y. He was a member of the 
National Association of Cost Accountants 
and served on the National Committee on 
State and Local Taxation of Controllers In 
stitute of America. 


Alfred Henry, 54, president and co-owner 
of Weill’s department store, Bakersfield, 
Calif., and former general operating man- 
ager of the May Company's Los Angeles 
stores, died on January 22, 1953. 

Mr. Henry was treasurer and director of 
Martin’s in Brooklyn, N. Y., from 1926- 
1934, and for eight years controller of Gim- 
bel Brothers in New York City before join 
ing the May Company in 1941. He became 
co-owner of Weill’s in 1951. 

He had been chairman of the New York 
Metropolitan Controllers Association; treas 
urer and chairman of the Controllers Con 
gress, NRDGA; director of the NRDGA 
and of the Los Angeles Retail Merchants 
Credit Association; and chairman of the Re- 
tail Controllers Association of Southern Cal- 
ifornia. He held membership certificate 
#851-1936 in Controllers Institute until 1952 
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Ohio State Accounting Institute 
to Hear C. R. Hook 


Charles R. Hook, chairman of Armco 
Steel Corporation, Middletown, Ohio, will 
be the banquct speaker at the Fifteenth 
Annual Institute on Accounting scheduled 
at Ohio State University on May 21-22. 
The program for the conference is nearing 
completion, according to Professor Her- 
mann C. Miller, chairman of the Depart- 
ment of Accounting at Ohio State Univer- 
sity. 

Among those named to address sessions 
of the Accounting Institute will be Ed 
mund L. Grimes, president of Controllers 
Institute of America and executive vice 
president and controller, Commercial 
Credit Company, Baltimore. 

In addition to Mr. Grimes there will be 
addresses by J. A. Phillips, Houston, 
Texas, president, The American Institute 
of Accountants; C. J. Ghesquiere, Detroit, 
Michigan, president, The Institute of In 
ternal Auditors; Thomas Leland, College 
Station, Texas, past president of the Amer 
ian Accounting Association; James J 
Mahon, Jr., resident partner, Lybrand, 
Ross Bros. & Montgomery, Philadelphia, 
Pa.: and F. Kenneth Brasted, director, Edu 
cation Department, National Association 
of Manufacturers, New York. 

At the banquet session on Thursday eve- 
ning, May 21, distinguished accountants 
clected to the Accounting Hall of Fame 
will be presented. : 


NABAC Announces 
Meeting Dates 


The 29th annual convention of the Na 
tional Association of Bank Auditors and 
Comptrollers will be held at the Roose 
velt Hotel, New York, from October 19 
through 22, 1953. 

Henry G. Diefenbach, vice president 
and comptroller of United States Trust 
Company, New York, ts general chairman 
and William R. Monroe, assistant auditor, 
the New York Trust Co., New York, 1s 
serving as co-chairman of the convention 

Regional meetings of NABAC will be 
held in Baltimore, Md., April 19-22; 
Memphis, Tenn., April 27-29; Los An 
geles, Calif., June 11-13; and Omaha, 
Neb., June 18-20, 1953. 


Re: Industrial Communications 


Recent studies in industrial communt- 
cations are outlined in a current bulletin 
published by the Industrial Relations 
Section, Princeton University, Prince 
ton, N. J. The selected references in 
Bulletin #48, which is available at 20 
cents per copy, include general studies 
of company practices, articles on ‘‘lan- 
guage in communications,” case studies 
publishe d in recent years, as well as the- 
oretical discussions in various publica- 


tions. 





1953 Controllers Midwestern Conference 
Being Planned for St. Louis, May 17-19 


Plans for program and related activities 
forthcoming 1953 Midwestern 
Conference of Controllers Institute were 
under discussion as the photograph above 
was taken recently in St. Louis, where the 
Conference will be sponsored by the St 
Louis Control of the Institute on May 17 
19 at the Hotel Jefferson . 

Grouped around the general chairman 
of the Conference, Joseph C. Huehn 
(third from left, seated) are the follow 
ing: 

(Seated) Morgan I. 
Brothers Stores, Inc.), chairman of the 
Ladies Hospitality Committee; Grant F 
Goddard (Browning Arms Co.), Confer 
ence vice chairman and president of the 
St. Louis Control; Mr. Huehn (American 
Brake Shoe Company, National Bearing 
Division) ; Paul Haase (assistant manag 
ing director of Controllers Institute) ; 
R. Dale White (Union Electric Co. of 
Missourt), Conference and 
Henry F. Chadeayne (General American 
Life Insurance Co. ), a member of the Pro 


for the 


Pitcher (Edison 


secretary ; 


gram Committee for the Conferenc 
(Standing) Edwin Kalbfleish (Anheu 
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Con 


ser-Busch, Inc.), a member of the 
ference Finance Committee; Frank J. Cart 
(Mallinckrodt Chemical Works) of the 
Speakers Hospitality Committee, Mr. Carr 
being the first national president of Con 
trollers Institute of America (1931-33) 
Fred J. Blum (Midwest Piping & Supply 
Co., Inc.), chairman of the Registration 
and Reception Committee; and J. Hadley 
Evans (Stix, Baer & Fuller), chairman ot 
the Promotion and Publicity Committee 
for the Conference. 

At an earlier session the manifold de 
tails of arrangements for the Midwestern 
Conference were outlined and reviewed by 
the members of the arrangements commit 
tee under the chairmanship of Charles 1 
Ehrhardt (Anheuser-Busch, Inc.). Thos: 
participating in the discussion (from le} 
to right im the photograph b low) were 

Harold ( . Fee hn« r ( Lac le de Stcc | Com 
pany); Frank A. Wagenfuchr, Jr. (Mc 
Cabe-Powers Auto Body Co.); Mr. Eh 
hardt; Conference Vice Chairman God 
dard; General Chairman Huehn: Assist 


int Managing Director Haase and George 
|. Gilmore (Knapp-Monarch Co. ) 
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*OPPORTUNITIES*« 
EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 
$5.00 per inch or fraction thereof eacl 
50¢ eath additional line. Payable in 
idvance. Allow approximately 40 words to the 


1 column-utde inch including 2 words for box 
number, Closing date 10th of preceding mont! 


RATES 


cnsevtion 


Address box number replies to 


THE CONTROLLER 
One East Forty-second Street 
New York 17, N. Y 


Replies will be forwarded 





HELP WANTED 





CONTROLLER 


Administrative assistant for home office of large 
progressive midwestern regional sales finance 
company. Age under 50. Prefer experience in 
personnel, office management, and general ac 
counting with accounting firm, bank, or other 
financial institution. Unusual opportunity for 
man with proper qualifications. Write 
and desired salary 


giving 
age, education 
Hox 2049 


experience, 





SITUATIONS WANTED 





EXECUTIVE ACCOUNTANT (CPA) 
offers proven accomplishment record empha 
sizing costs and management planning at ad 
ministrative level, in public and private indus 
try. Desires controllership responsibility of 
equivalent in medium-size Manufacturing com 
pany requiring a thoroughly competent, aggres 
sive and resourceful executive. Age 32. Married 
Box 2016 

EXECUTIVE ACCOUNTANT 
Consolidation makes available chief accountant 
of multi-branch chemical concern, Formerly 1 


machinery manufacture, construction, Tax man 


budgets and forecasts, distribution 
IBM, etc. Earning $8,000.00 


N.Y.C. area. Box 2043 


agement, 
costs, systems, 


Age 38, family 


EXECUTIVE ACCOUNTANT 


Executive accountant offers 16 years of dive 
industrial accounting experience with 
Have spe 
insurance 


sified 
two large manufacturing Concerns 
cialized in accounting 
budgets, and pensions. Also have experience 
in’ bank financing contracts 
credits, and office management. Desire a posi 
tion with executive opportunities Age 40 
Married with two children, Will relocate 
Salary open, Box 2046 


general 


government 


ADMINISTRATIVE—ASSISTANT 
CONTROLLER 


Admunistrative backgragind-—22 years public 
and industrial experience; multi-plant opera 
heavy systems and procedures 
budgets; controls; government contracts 
taxes, Immediately available and will relo 
cate. BBA, Age 39, Married, Box 2047 


trons; costs: 





NOTE: Tuk ConTROLLEK reserves the right lo a 
cept, reject or censor classified copy and takes no re 
sponsibility for the people contacted through this col 
umn nor does it guarantee any item bought or sold 





Financial Accounts Distortion by 
Changing Price Level Needs Checking 


Measurement of the degree to which 
financial accounts have been distorted as a 
result of changing price levels is one of 
the most urgent tasks confronting top 
management, states the Council for Tech- 
nological Advancement in a report titled 
‘Effect Upon Individual Companies of 
the Changing Value of the Dollar,”’ pub 
lished recently. 

According to the Council, an affiliate or 
ganization of Machinery and Allied Prod 
ucts Institute, many company officers today 
mistakenly believe their company’s finan- 
cial results for the past and preceding 
years have been better than they actually 
were. Some companies, in fact, have retro- 
gressed financially without this fact being 
specifically noted by their officers and 
stockholders. 

Distortions in financial 
velop as changes in the purchasing power 
of the dollar create differentials between 
past cost and current cost. The variety of 
circumstances existing in individual com- 
panics complicates any effort to recognize 
and deal with this problem in a standard 
ized or even generally accepted manner. 

In some companies, the Council reports, 
replacement and expansion of inventory 
and fixed assets occurred postwar to such 
extent that accounting on a historical cost 
basis sufficiently approximates current or 
replacement cost so as to minimize the dis 
parity between cost and economic values. 
In other companies, fixed assets typically 
are a relatively small proportion of total 


accounts de 


assets; consequently, provisions for wear 
and obsolescence and replacement are 
thought of as relatively insignificant. Still 
other companies acquired assets at well be- 
low current replacement values. In gen- 
eral, the problem is greatest in those com- 
panics which have large inventories in a 
long cycle of production, and an invest 
ment in fixed assets which is high in pro 
portion to income. 

Distortions in financial accounts based 
on historical cost will not end with the 
halt in inflation it is hoped lies ahead, but 
will continuc to be felt for years to come, 
states the Council, and will be reflected in 
overstatement of profits, understatement 
of costs, and inadequate provisions for 
wear and obsolescence. 

Analysis of the results of inflation is im- 
portant alike to individual companies and 
to technological advancement of the Na- 
tion. As the Council points out: “’Techno- 
logical advancement in the United States 
depends today as in the past upon the de- 
velopment of new ideas and new indus- 
trics, upon bringing together aggregates of 
new capital in new private enterprise. But 
it also depends to an equal or greater ex- 
tent upon the economic health of presently 
existing companies, both those engaged in 
capital pion manufacturing and those 
owning and utilizing large aggregates of 
industrial equipment. These—the wealth- 
creating and employment-producing assets 
of the Nation—-are the keystone of na- 
tional welfare.”’ 


CONTROLLERS INSTITUTE OF AMERICA 


is a technical organization. Established in 1931, it now has a 
membership of more than 4000 financial and accounting officers 


of leading business concerns. 


Membership is open to executives performing the duties of a 
controller as defined by the Institute, and serving companies of 
sufficient size to qualify. Membership is on an individual basis ; 


there are no company memberships. 

Local chapters of the Institute, known as Controls, are active 
in 49 cities in the United States, Canada and Puerto Rico. 

The Controllers Institute of America has a sixfold objective, 


summarized as follows: 


1. To develop a progressive concept of controilership, adequate to 


meet the requirements of modern business 
To educate business management and the public in understanding 


of this concept 


lo assist the controller to give full expression to this concept in his 


own organization 


lo provide controllers with a medium through which they may re 


ceive and exchange ideas in the field of business management. 

To constitute an articulate body of management on matters within 
the scope of the controller's responsibility. 

By doing all these things, to contribute toward soundness in busi- 
ness, in education, in government and in the national economy. 


THE CONTROLLER * MARCH, 1953 





The keyboard is Simplified 


-focutl your accounting costs! | 


| 
| 


The more you know about 
mechanized accounting, the more 
youll appreciate this Remington 
Rand keyboard. Surprisingly sim- 
ple... it saves a lot of time and 
motion, yet does a complete 
accounting job. 

No special training. No pre- 
mium salaries. Any competent 
typist starts producing — at touch- 
method speed—within the first 


halt 
ployees, already tamiliar with 


hour. Your present em- 
your procedures, quickly master 
this single keyboard. 


That’s because the machine 


does the figuring automatically — 
computes the balances, provides 
the proof that every line is posted 
correctly, accumulates the totals 
for any and all columns. 

The same machine can handle 
all kinds of accounting — receiv- 
ables, payables, payroll, cost dis- 
tribution, sales analysis, general 
ledgers and others—switching 
readily from job to job as needed 

But seeing ts believing. Right 
now, see how this 100° electric 
machine fits right into your pres 
ent setup —to simplify your work 


save on your accounting costs! 


Folder AB-423 shows how you can save valuable 
Write to Management Controls 


New York 10. 


clerical time. 
Library, Room1748, 315 Fourth Ave 


ACCOUNTING MACHINES 





presents the first and only 


IVE KEYBOARD 


refotel fate Maile(ailiat= 


7S No need 


to use motor bar... 


Saves up to 50% hand motion! 


Now 
depressing a 
amount ke\ 


for the first time—you can add and list without 
motor bar! On this remarkable National 
every iy ity own motor bar, because every 
kev is electrified! 

Simply press the keys you want to add 
does it instantly! Your hand need never leave the “Live” 
Keyboard when adding amounts. You save up to SO‘ 
hand motion. 

National’s “feather-touch” action makes it easier than 
tO press two or more kevs at once more time 
All ciphers print automatically—still more time 
they do their work with so 


the machine 


evel 
saving! 
saved! Operators love it 
much less time and effort. 

Printed words cannot explain all the advantages of 
this “Live” Keyboard. See a demonstration today 


“Live’’ Keyboard is 

combined with 8 other 
time-saving features 
found only on National: 


Automatic Clear Signal ® Sub 
tractions in red @ Automatic 
Credit Balance @® Automatic 
space-up of tape when tota 
prints @ Large Answer Dials 
@ Easy-touch Key Action @ 
Full-V ble Keyboard @ 


Rugged-Duty Construction 


THE NATIONAL CASH REGISTER COMPANY, pavron 9, on10 


demonstration phone the neare 


ADDING MACHINES + CASH REGISTERS 
ACCOUNTING MACHINES 


of 


ler 





